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Capitalism and the Historians: A Contribution to 
the Discussion on the Industrial Revolution 
in En gland % 


HE topic of “Capitalism and the Historians” is a subject far ex- 
ceeding the limitations normally imposed by historical discipline. 
In fact, in a still wider context, this subject has much to do with the 
great ideological division of the modern world into the two vast camps 
of capitalist and communist countries, a most somber spectacle facing 
us today. The aim here is not to trace the steps by which we have 
reached the tragic facts of contemporary affairs, but rather to show how 
our beliefs concerning these matters (such as the view taken of capi- 
talism) are influenced largely by our impression of the past. 
Especially is this so in the case of the Industrial Revolution, which 
since the eighteenth century—we shall not detain the reader by exam- 
ining the Industrial Revolutions of earlier periods *—has done so much 
to transform the human scene. Few periods in history have been in- 
terpreted so differently; few topics have raised such an emotive storm. 
For some, the period 1760-1830 was an age of enterprise and achieve- 
ment unequaled in any other period of English history; others, with 
different facets of the same story and different criteria of human wel- 
fare before them, are more concerned with the high price exacted by 
the machine of British society. It is this difference of opinion which 
has created in our midst two schools of thought: the “optimists” and 
the “pessimists.” ” 


* Paper read at the Midwest Conference on British Historical Studies, University of Chicago, 
November 5-6, 1955. For generous assistance and criticism I am indebted to my colleagues at 
Illinois, especially to Professors J. F. Bell and T. S. Hamerow. In addition I have benefited 
greatly from the comments raised by Professors W. H. B. Court, C. Dawson, E. Hamilton, and 
E. Hobsbawm. I am particularly indebted for the assistance received from Professor Herbert 
Heaton, Mr. J. R. Kirwan, and Mr. S. Weiner. 

1 See Sir George N. Clark, The Idea of the Industrial Revolution, David Murray Foundation 
Lecture, 1953. 

2 While these terms give the impression of clear-cut divisions that rarely exist, it is difficult 
to see, in this instance, what else can be used in their place. 


I 
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A discussion of the vital changes that are thought to have taken 
place in these years, as well as the many definitions of capitalism, which 
is supposed to have reached its peak in England during the Industrial 
Revolution, must come later. The point to be, made here is that it is 
impossible to reach a better understanding of our current controversy 
on capitalism without a great knowledge of the years of coal, iron, 
and steam. And the task is doubly urgent, for having disposed of the 
legend that portrayed the Industrial Revolution as a “smoking hell,” 
we are now in danger of creating another legend which takes a dia- 
metrically opposed view. History will be the poorer if having toned 
down the dark hues of the earlier accounts of the Industrial Revolution, 
we should now disregard them altogether. 

The concern here is neither with myths nor polemical arguments. 
The concern is to provide a basis of discussion out of which we may 
hope to redraw the portrait of the past, taking into account the con- 
tributions and basic deficiencies of those who have written either in 
an optimistic or pessimistic mood. It is also necessary to discuss these 
developments outside the narrow limits of a separate epoch; the mo- 
mentous changes that took place between 1760-1830 cannot be ap- 
praised if we ignore the continuity of history. 





In turning to a discussion of the Industrial Revolution it is perhaps 
in conformity with the present times to give precedence to those writers 
who have made great use of the quantitative technique. Although some 
writers prove to be exceptions to this rule, such as Professors Earl J. 
Hamilton * and Colin Clark,* those who have adopted this method 
have usually been optimistic in their conclusions; that is, they have 
argued against the existence of a general economic and social de- 
terioration in these years. 

The landmark in the development of the quantitative technique by 
economic historians was, of course, the publication of the first of Sir 


3 Professor Earl J. Hamilton has made a most significant contribution in the application of 
the quantitative technique to these problems; and his thesis on forced savings stands apart from 
the work done by other scholars in this field. See especially his articles: “Prices as a Factor 
in Business Growth,” Tue Tasks oF Economic History, THE JouRNAL oF Economic History, 
XII (1952), 325-49; “Profit Inflation and the Industrial Revolution, 1751-1800,” The Quarterly 
Journal of Economics, LVI (1941-1942), 256-73; “American Treasure and the Rise of Capital- 
ism, 1500-1700,” Economica, IX (1929), 338-57. 

4 Colin Clark, The Conditions of Economic Progress (London: Macmillan and Co., Ltd., 1940), 
pp. 82-84. 
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John Clapham’s three volumes, 4n Economic History of Modern 
Britain, in 1926. By the use of wage and price data, as well as statistics 
of trade movements and population changes, he challenged the tradi- 
tional, pessimistic view of the Industrial Revolution.’ England’s green 
and pleasant land had not been suddenly blackened with the smoke of 
factory chimneys, its towns scarred with slums, and the countryside 
riven for its coal and iron. Indescribable ugliness, unbounded desola- 
tion, and wanton cruelty had not suddenly descended upon England 
with the pall of industrialism. Nor had the coming of the steam engine 
resulted in “corpulent chair-filling” yeomen being driven from the 
fields, the happy craftsmen from their benches, or young children from 
their homes into the mills, mines, and potteries. Contrary to the views 
held by Arnold Toynbee, whose ideas on this subject had become wide- 
spread through his lectures on the Industrial Revolution, Clapham 
not only minimized the “shadows of the historical landscape,” but also 
emphasized the continuity of economic and social change. In fact, he 
chose to omit the term “Industrial Revolution” from his pages al- 
together. 

The brilliant contributions of Toynbee and Clapham, as well as those 
of other scholars who are generally thought to have accepted the use 
of the same qualitative or quantitative methods, make it doubly diff- 
cult for anyone to turn a critical eye upon them. Yet we shall not 
make much of the present controversy unless we are prepared to ex- 
amine the claims of both schools with equal impartiality. 

The first point that needs to be stressed regarding the quantitative 
school is that its findings, so far as changes in material welfare are 
concerned, are based largely upon the careful studies of Bowley, Wood, 
Silberling, Tucker, and Gilboy.’ Unfortunately, our enthusiasm to 
make use of these pioneering studies has not always been matched by 
an awareness of their limitations, even though some statisticians have 
been at pains to make these specifically clear. A. L. Bowley, for in- 


5 Sir John Clapham, An Economic History of Modern Britain (2d ed; Cambridge, 1930), I. 

6 Arnold Toynbee, Lectures on the Industrial Revolution of the Eighteenth Century in 
England, Popular Addresses, Notes, and Other Fragments (rev. ed.; New York and London: 
Longmans, Green and Co., 1908). 

7 See the series of papers contributed to the Journal of the Royal Statistical Society, by A. L. 
Bowley and G. H. Wood, Vols. LXI-LXV (1898-1902), LXVIII (1905), LXIX (1906), and 
LXXII (1909); also, Norman J. Silberling, “British Prices and Business Cycles, 1779-1850,” 
Review of Economic Statistics, V (1923), 223-61; Rufus S. Tucker, “Real Wages of Artisans in 
London, 1729-1935,” Journal of the American Statistical Association, XXX1 (1936), 73-84; 
Elizabeth W. Gilboy, “The Cost of Living and Real Wages in Eighteenth Century England,” 
Review of Economic Statistics, XVUI-XIX (1936), 134-43; see also Dr. Gilboy’s book Wages 
in Eighteenth Century England (Cambridge: Harvard University Press, 1934). 
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stance, in the closing lines of his book on Wages in the United King- 
dom in the Nineteenth Century held that: “at present there is no 
reliable estimate showing what has been the gain in material comfort 
in the century of machinery and invention; nor have we more than 
vague indications of the actual vicissitudes and difficulties of the work- 
ing class when the adaption of old habits to new surroundings was 
taking place.” * In any event, even when no such warning is sounded, 
as in the case of Dr. G. H. Wood’s paper on “The Course of Average 
Wages between 1790 and 1860,” the limitations of the statistics offered 
are apparent. The industries and workers included in Wood’s survey 
are made to represent a far wider field than the data warrant.’ The 
deficiencies of Professor Norman J. Silberling’s cost of living index, 
which appeared as a by-product of his article “British Prices and Busi- 
ness Cycles, 1779-1850,” published in 1923, are well known.” It is 
unfortunate that the value of such a courageous study should have been 
reduced partly by his choice of commodities which were not really 
typical of what the worker bought. 

One of the most recent contributions to quantitative data is con- 
tained in a short article by Dr. Rufus S. Tucker, “Real Wages of 
Artisans in London, 1729-1935,” published in 1936. As a study of 
“typical, regularly employed London” artisans, over such a long period, 
this works excites admiration. Yet despite the fact that at ‘the outset 
of his article he shows himself in agreement with Dr. Elizabeth W. 
Gilboy in saying that “conditions in different parts of England were 
so diverse that a sound study of wages and prices must be restricted to 
one locality,” he found himself able to conclude that “During the 
eighteenth century real wages in England declined.” * Finally, it is 
unfortunate that the scope of Dr. Gilboy’s scholarly work on “The Cost 
of Living and Real Wages in Eighteenth Century England,” also pub- 
lished in 1936, should be restricted by the absence of satisfactory rent 
data, and the fact that the price data used are overweighted with ma- 
terial from the public institutions in London.” 





8 A. L. Bowley, Wages in the United Kingdom in the Nineteenth Century (Cambridge, 1900), 
pp. 126-27. 
®For instance, the use of wages for the village of Monimail in Fifeshire, Scotland as 
. . Fepresentative of the course of wages in a large number of rural districts. . . .” See 
G. H. Wood, “The Course of Average Wages between 1790 and 1860,” Economic Journal, 
IX (1899), 590. 

10 See, for example, Professor T. S. Ashton’s comments in the work edited by F. A. Hayek, 
Capitalism and the Historians (Chicago: University of Chicago Press, 1954), pp. 144-46. 

11 Tucker, “Real Wages of Artisans in London,” pp. 73, 82. 

12 Professor Hamilton’s point, made to the author, that Dr. Gilboy has been unjustifiably 
criticized on these scores is worth considering. In the first place, satisfactory rent data over a 
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The sort of difficulty we land ourselves into by the incautious use 
of these figures can be seen in the changing attitude of economic his- 
torians towards Silberling’s cost of living index. Whereas Clapham 
gave it a prominent part in arriving at his conclusions regarding the 
level of economic welfare during the period 1790-1850, those who have 
followed in his footsteps have discarded this measuring rod as not be- 
ing representative. On this score it is worth repeating that historians 
are in serious danger of tracing their troubles to imperfect statistics 
rather than to more fundamental causes, not least of which is their 
desire to impose on statisticians a responsibility which they alone can- 
not bear. Silberling was well aware of the limitations of his cost of 
living index. In fact, it isa minor contribution compared with his major 
task, which was to analyze British prices and business cycles. The essen- 
tial point is that, whether we are dealing with Bowley or Silberling, 
the main weakness lies not only in the inadequacy of the figures them- 
selves but in the historian’s use of them. 

No one has done more to bring out this point than Professor T. S. 
Ashton himself. In 1949, having criticized earlier quantitative writers, 
he said: 


We cannot measure changes in real wages by means of an index of wholesale 
or institutional prices. We cannot apply the price data of one area to the wage 
data of another. We cannot safely draw up a table to cover a long series of years 
during the course of which changes may have occurred not only in the nature and 
variety of the goods consumed but also in human needs and human wants. We 
require not a single index but many, each derived from retail prices, each con- 
fined to a short run of years, each relating to a single area, perhaps even to a 
single social or occupational group within an area. 


In the absence of such data he wisely concluded, “My guess would be 
that the number of those who were able to share in the benefits of eco- 
nomic progress [here he is speaking of the period 1790-1830] was larger 
than the number of those who were shut out from these benefits and 
that it was steadily growing.” * In a more recent paper, however, he 
countered the views of the pessimistic or qualitative school by stating 
explicitly that, “The painstaking researches of Bowley and Wood have 
shown that over most of this period [the inference is that Professor 
Ashton is speaking of the period of the Industrial Revolution, 1760- 





long period are inaccessible; and their omission from Dr. Gilboy’s work does not invalidate her 
conclusions. Secondly, the economic historian’s hostility to the use of prices paid by public 
institutions in constructing a cost of living index has persisted because of a failure to appreciate 
the high correlation between retail and contract prices. 

13 Hayek, Capitalism and the Historians, pp. 152, 159. 
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1830, upon which he has written so well] and later, the course of real 
wages was upward. The proof is not at all easy, for it is clear that there 
were sections of the working classes of whom it was emphatically not 
true.” ** To the best of my knowledge, with the exception of a refer- 
ence to real wages for the period 1815-1850 made by Bowley in the 
fourteenth edition of The Encyclopaedia Britannica,” Bowley and Wood 
never dealt with real wages at all before 1850 but with money wages. 

The use of quantitative material has not only thrown light on the 
problem of the Industrial Revolution, it has also added some uncer- 
tainty. In fact, we have reached a point where “pessimistic” writers 
such as Dr. Jiirgen Kuczynski and Professor Colin Clark show a de- 
terioration in the standard of life by a different combination of the very 
same sources used by other writers who are concerned to show that 
things got better.’® In this state of affairs, a student coming to the study 
of economic history for the first time would be justified in feeling a 
little confused. He might even be forgiven for thinking that a note of 
futility had been introduced by Professor Ashton’s statement that “it 
is not possible to compare the welfare of two groups of people sep- 
arated widely in time and space.” ** 

Our present knowledge of earnings and living costs does not prove 
the case either of the “optimists” or the “pessimists.” Indeed, there is 
little to add to what Bowley had to say in his conclusions on the avail- 
able statistics twenty years ago: “I do not think that the statistics are 
sufficient for any fine measurements of income, earnings or wages 
prior to 1880; there is indeed sufficient uncertainty after that date.” ** 
The closing lines of Ashton’s most recent work on the eighteenth cen- 
tury are: 





The divergence of experience between skilled and less skilled explains how honest 
observers could differ as to whether things were getting better or worse for labour 


14 [bid., pp. 40-41. 

15In The Encyclopaedia Britannica, Fourteenth Edition (1929), XXIII, p. 269, Bowley says, 
“If the movements of money wages are compared with those of prices, it becomes evident that 
a considerable advance was made in real wages between 1815 and 1850”; see also, Bowley’s 
article ““Wages, Nominal and Real,” in the Appendix to Palgrave’s Dictionary of Political 
Economy (London: Macmillan and Co., Ltd., 1926), III, p. 802. 

16 Jiirgen Kuczynski, A Short History of Labour Conditions Under Industrial Capitalism 
(London: Frederick Muller, Ltd., 1942), I, pp. 19-42; also, Colin Clark, Conditions of Economic 
Progress, p. 84. In the second edition of Clark’s book, published in 1951, the reference to aver- 
age real income falling “. . . to an Asiatic standard at the beginning of the nineteenth [cen- 
tury] .. .” has been omitted. 

17 Hayek, Capitalism and the Historians, p. 151; also, Colin Clark’s review article of Capi- 
talism and the Historians in The Tablet, July 31, 1954, p. 108. 

18 A, L. Bowley, Wages and Income in the United Kingdom Since 1860 (Cambridge, 1937), 


P. 99. 
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at this time. And it is because historians tend to look at this or that section of the 
workers exclusively that the controversy continues.1® 


Perhaps no one has stated these problems more graphically than Paul 
Mantoux.” 

It is not implied by these remarks that we should scorn the applica- 
tion of statistics altogether, or that because of the imperfect nature of 
the data at our disposal we should conclude that the thesis of the 
quantitative writers is necessarily erroneous. The simple point is that 
the available data for the years 1760-1830 do not enable anything to 
be proved so far as changes in general levels of economic welfare are 
concerned; for if we adopt a severe statistical method we have to dis- 
card so much data that there is little left for a sound study of general 
trends. Either that or we find ourselves generalizing from figures per- 
taining to specific localities and industries.”* 

Undoubtedly, historians of the quantitative school have done great 
service in trying to amend the generalizations of the pessimistic writers 
who preceded them. They have done well to restore our sense of pro- 
portion in stressing the infinite variety of economic life and its swift 
but continuous evolution; in emphasizing the influence of extraneous 
factors such as taxation, the shortage of building timber, the influx of 
Irish, and, most importantly, the impact of the war years 1792-1815. 
The social historian can hardly have suffered by being reminded of 
the existence of some statistical data with which to test his generaliza- 
tions. We are also indebted to these historians of the quantitative school 
for making the point that the hallmark of the Industrial Revolution 
was not class conflict and avarice, but enterprise and adventure; and 
that the machine not only exploited the workers but liberated them as 
well. They are undoubtedly right in their contention that the indus- 
trial capitalist and the machine can hardly be condemned for wreck- 
ing a previously established society of happy people. Impoverishment 
and degradation did not arise with the machine. Perhaps they have 
given the devil too much credit for the economic progress of this age, 
but at least in trying to say a good word for avarice they have corrected 
the impression that productivity is an irresistible force. 


19T, §. Ashton, An Economic History of England: The 18th Century (London: Methuen 
& Co., Ltd., 1955), p. 235. 

20 P. Mantoux, The Industrial Revolution in the Eighteenth Century (New York: Harcourt, 
Brace & Co., rev. ed., 1928), esp. pp. 428-42. 

21 Generalizing from figures pertaining to specific localities and industries is an experience 
not unknown to scholars of earlier periods. See, for instance, A. V. Judges, “Scopi e metodi 
della storia dei prezzi,” Rivista storica italiana (1949), 164. 
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Where these writers have failed has not only been in their overen- 
thusiastic use of statistics. In an attempt to prove that things got better 
and not worse they have lost much of the meaning and significance of 
the history of Great Britain in this period. Great Britain not only in- 
dustrialized, but she showed that the tremendous social and political 
tensions set up by rapid economic development could, somehow or 
other, be contained without destroying the framework of society. This 
was the Victorian lesson, and one very well worth learning. The Vic- 
torians were not mistaken in thinking that they were faced with grave 
problems. In fact, by playing down the evils of industrialization, the 
“optimistic” writers make one wonder why the men of the nineteenth 
century believed that they were faced with serious problems at all; more 
importantly, they detract from the vital contribution of the Victorian 
era—the achievement of social peace. 

Moreover, there are some of us who do not share the enthusiasm 
shown by the “optimistic” school for what they refer to as “facts.” Con- 
sider the opening words from Dickens’ Hard Times, published in 1854: 
“Now, what I want,” says Mr. Gradgrind, “is Facts. Teach these boys 
and girls nothing but Facts. Facts alone are wanted in life. Plant noth- 
ing else, and root out everything else. You can only form the minds 
of reasoning animals upon Facts: nothing else will ever be of any 
service to them.” Thus, as Dicey tells us,?* had the editor of the organ 
of the Manchester School in 1846 become the satirist and censor of 
political economy and utilitarianism. “Facts,” as Tannenbaum and 
others have told us, “are easily acquired by industry and diligence. The 
meaning of the facts, all of their meaning, is beyond the ken of any 
scholar—perhaps beyond the ken of mortal men.” The progress of 
an age cannot be measured by facts or statistics regarding material 
prosperity. The fact that Professor L. M. Hacker could write, “If Engels 
and Marx had waited another decade—when signs of economic prog- 
ress and an impressive rise in real wages were to be observed on every 
side—can one assume that The Condition of the Working Classes in 
England in 1844 and the Communist Manifesto would ever have been 
written?” ** shows him to be unaware of the deeper strains and stresses 
of nineteenth- and twentieth-century society. It enables him to treat 
as transitory and superficial a deep and lasting problem. One of the 





22 A. V. Dicey, Lectures on the Relation Between Law and Public Opinion in England During 
the Nineteenth Century (2d ed.; London: Macmillan and Co., Ltd., 1930), pp. 419-20. 

23F, Tannenbaum, “A Note on the Economic Interpretation of History,” Political Science 
Quarterly, LXI (1946), 253. 

24 Hayek, Capitalism and the Historians, p. 91. 


Capitalism and the Historians 9 





strongest denunciations of the individual capitalist system did come a 
decade later from the pen of J. S. Mill who said: 


Hitherto it is questionable if all the mechanical inventions yet made have light- 
ened the day’s toil of any human being. They have enabled a greater population 
to live the same life of drudgery and imprisonment, and an increased number 
of manufacturers and others to make fortunes. They have increased the comforts 
of the middle classes. But they have not yet begun to effect those great changes 
in human destiny, which it is in their nature and in their futurity to accomplish.” 


Almost half a century after Marx and Mill had had their say appeared 
the works of Charles Booth and Seebohm Rowntree; and in a wider 
sphere the encyclical letter Rerum Novarum (The Condition of the 
Working Classes).?° 

Indeed, to try to make one believe, as some of the “optimistic” school 
appear to do, that so long as income is rising, no complaint can legiti- 
mately be made offends the view that the conditions under which in- 
come is made and also the conditions under which income is spent are 
just as important as the income itself. To give the impression of be- 
lieving that the making of income is somehow the most fundamental 
thing in society brings them surprisingly close to the Marxists. Doubt- 
less this is not intended, but it is curious to see how extremes meet. 

Perhaps this is an unsatisfactory note on which to conclude our treat- 
ment of the contribution made by the quantitative writers who have 
written in an optimistic mood. It is not the intention to belittle the 
valuable work that has been done. Our regional studies are being added 
to all the time and new approaches are being made through the study 
of interest rates and capital investment. It may be possible someday, 
assuming that comparisons of welfare can be made, to emerge with a 
synthesis of economic and social change for the country as a whole. 
We shall still have to remember, however, that there are changes in the 
quality of life which statistical methods can never discern. 


II 


The other generally recognized school of historians who have made 
their contribution to this discussion has usually passed under the de- 


25 J. S. Mill, Principles of Political Economy (Boston: Charles C. Little & James Brown, 1848), 
II, p. 317. While Mill was not without a good word for the capitalist system he evidently saw 
no reason to omit this remark from his revised edition published in 1858—or later. 

26 Seebohm Rowntree, Poverty: a Study of Town Life (3d ed.; London: Macmillan and Co., 
Ltd., 1902); Charles Booth, Life and Labour of the People in London (1903), originally pub- 
lished as Volume 5 of Life and Labour (1895); Pope Leo XIII, “The Condition of the Work- 
ing Classes,” The Encyclical “Rerum Novarum” (1891). 
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scription of the qualitative school. This is so because it was the purpose 
of these writers, such as Arnold Toynbee, T. H. Green, Thorold Rogers, 
J. L. and B. Hammond, and Sidney and Beatrice Webb, to show the 
fundamental changes of the Industrial Revolution as changes in the 
quality of life rather than in the level of material welfare. These writers 
did not deny the productiveness of the machine, although they have 
questioned some of the statistics put forward by the quantitative 
school; ** their primary aim was to show the social price paid for this 
increased productiveness. Professor F. A. Hayek has recently given the 
impression that the Hammonds reversed some of their earlier opinions 
regarding the “bleakness” of the Industrial Revolution.”* In fact, the 
Hammonds never were indiscriminate admirers of the machine, and 
they never became so. To them statistics of material prosperity were 
always given a subordinate part in the estimate of suffering and en- 
joyment of an age. 

While writers of the qualitative school were quick to protest against 
the social abuses resulting from the impact of capitalism, they did so 
in the radical and liberal tradition. Uninfluenced by dialectical ma- 
terialism, they believed that gradual improvement under capitalism 
was possible. In fact, they saw that by the middle of the nineteenth 
century a new society was emerging out of the chaos caused by the 
machine. The difference between what they called the age of Mammon 
and the age of Classical civilization was not that the proletariat was 
more brutalized during these years than it had been in earlier times; 
the difference was that the workers in the industrial centers had little 
emotional share in the life of the age. To them the Industrial Revolu- 
tion was not only a period of economic exploitation but also of emo- 
tional bewilderment, reflected in Benjamin Disraeli’s Sydil, and Fried- 
rich Engels’ Condition of the Working Classes in England in 1844. 
Revolt, when it came, such as in the Anti-Poor Law movement and the 
Chartist uprising, was due more to the revolt of the imagination than 
to a lack of bread. Traditional England may not have known the abil- 
ity to increase material wealth as the workshop of the world did, but 
all the ingenuity, bustle, and hardness associated with Britain’s rise to 
industrial predominance left the deeper needs of man’s nature unsatis- 
fied. The literature of the times (although provided by “thoughtless 





27 J. L. Hammond, “New Light on the Industrial Revolution,” The Contemporary Review, 
CXXXI (1927), 744; also, “The Industrial Revolution and Discontent,” Economic History 
Review, Il (1929-30), 215-28. 

28 Hayek, Capitalism and the Historians, p. 12. 
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writers,” as the “romantic Gaskell” and the “doctrinaire Engels” have 
been described) 7° was at least eloquent in depicting the deeper issues 
entailed in the rise of the machine. To them the Industrial Revolution 
was a human drama, not an experiment in physics. 

Although these writers were justified in criticizing the abstract no- 
tion of efficiency, the evils of the drab new urban life, the discipline 
and uniformity of the factory system, the new attitude toward poverty 
enshrined in the Poor Law of 1834, the changing concepts of Christian 
charity, and the unsympathetic attitude of the governing class toward 
the laboring poor, they failed to realize that many of these evils were 
due to causes other than the changes in economic organization. Their 
talents for condemning the new industrialism exceeded their ability 
to understand it. Concerned as they were with social consequences, 
they neglected economic implications. If the quantitative writers have 
given the devil too much credit, the qualitative writers gave him too 
little. It was easy for them to scorn mundane things and forget that 
men live better today because of the quantitative changes that took 
place in these years. Above all, their Christian and often Tory quasi- 
obsession against capitalism, and their sympathy with the underdog, 
blinded them to the hallmark of the age: enterprise. 

In dealing with The Idea of the Industrial Revolution, Professor G. 
N. Clark has recently stated that “we can no longer accept Toynbee’s 
view of the English past. The period before 1760 was more competitive 
than he allowed. Many of the social evils that aroused his indignation 
had festered for centuries. Research has done much since Toynbee’s 
time in exploring the horrible records of child-labour, excessive hours, 
bad housing, malnutrition and epidemics in England before 1760.” *° 
The old order was not “suddenly broken in pieces by the mighty blows 
of the steam engine, the textile machines, and the Wealth of Nations,” 
as Toynbee thought.** Doubtless many of the judgments of the “pessi- 
mistic” writers are open to question, especially in view of the limited 
value of the source material upon which their judgments were based. 
Essentially, however, they reflected a stream of opinion coming down 
from the nineteenth century and in doing so probably exaggerated it. 
But the fact that the story has become distorted should not blind us to 
the fundamental social disturbances taking place in the period 1760- 
1830. 


29 Ashton, Economic History of England, p. 234. 
30 G. N. Clark, The Idea of the Industrial Revolution, pp. 29-30. 
31 Toynbee, Lectures on the Industrial Revolution, pp. 69-70, 73, 132. 
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The greatest weakness of the members of this school centers on their 
ideas of general discontent and its relief. It may be doing them an in- 
justice to say that their belief that social harmony could be restored by 
such organizations as the Civil Service, Trade Unions, and the Factory 
Inspector’s Department hardly appreciated the deeper forces at work. 
Social harmony then and now depends on much more than outward 
signs of cultural grace. 

Historical actuality has need of both the conservative, empirical ap- 
proach, such as Clapham and Ashton have employed, as well as the 
radical (some would say romantic) approach which the Hammonds 
have used. Both schools are necessary to help us to arrive at an explana- 
tion of the changes in the character of English life between the coming 
of the steam engine and the completion of the first railway system. To 
regard either the quantitative or the qualitative writers as providing a 
complete explanation of these changes can only sow confusion among 
us. Likewise, the attempt made to carry on the debate for or against 
the forces of industrial capitalism within the confines of the years 1760- 
1830 has only served to obscure the nature of historical change. 





Ill 


It was suggested at the outset of this paper that the controversy among 
historians regarding capitalism is closely connected with the contem- 
porary conflict of ideologies. Discussion centered on the Industrial 
Revolution period, largely because the pioneer students of that period 
believed that capitalism and the Industrial Revolution were synony- 
mous and coterminous. If this were so, then the account for and 
against capitalism could be drawn up and a balance struck within these 
years. The Industrial Revolution, however, as we know, was the cul- 
mination of a long process, not an isolated, sudden phenomenon. We 
know, in addition, that capitalism must be judged in a much wider con- 
text. 

One difficulty at the outset of this task is to say precisely what we 
mean by capitalism. Since socialists popularized the term in the mid- 
nineteenth century, various meanings have been attached to it. Some 
historians, such as L. Brentano, tell us that capitalism is something in 
the heart of man, an eternal force akin to acquisitiveness and avarice. 
It always was and it always will be. The Industrial Revolution for these 
writers was a period in which the characteristics of acquisitiveness and 
avarice were given greater scope. Marx saw things differently. In the 
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first place there was the critical emphasis placed by him on the appear- 
ance of wage labor as a major factor in the economy; and in the second 
place, because of his dialectical materialism it was impossible to con- 
clude that capitalism was an eternal force. Since the Industrial Revolu- 
tion was a period of transition, it did not make sense to speak of good 
or bad capitalists in these years. Engels might deplore the conditions 
of the working classes, but what really mattered were the changing 
phases of economic organization. 

Werner Sombart and Max Weber addressed themselves to the broad 
cultural as against the technological factors in human development. To 
the former the crux of the matter was the spirit of capitalism: “possessed 
of a purpose, an understanding, and a set of virtues all its own. . . .” * 
While capitalism was objective and acquisitive, it was limited in time 
and space. Discarding the dialectical approach of Marx and Hegel, 
Sombart contrasted the traditional self-sufficing character of earlier 
economies with the rationality of capitalism. Using an “ideal type,” 
Max Weber linked the capitalist spirit with the “calling” of Puri- 
tianism; and perhaps in doing so he distorted rather than illuminated 
the Calvinist spirit.** 

To those who see capitalism as an eternal force, such as Brentano and 
N. S. B. Gras, capitalism and civilization are part of the same phenom- 
enon. Construed in this way, capitalism is not a historical category, 
and cannot be judged as such. The Industrial Revolution, according to 
Professor Gras, “pried loose latent energies” and placed men on trial. 
The failures and abuses of capitalism proclaimed by many people 
amounted to the failure to appreciate the basic inequality of man.** To 
Sombart the Industrial Revolution was the triumph of his three prin- 
ciples of the spirit of capitalism: acquisitiveness, competition, and ra- 
tionality. So great was the violence done by these principles to the social 
fabric of an older society that from this point onward the monster 
capitalism took charge of man. For Weber, on the other hand, the spirit 
of capitalism was not the spirit of mere acquisition or greed; rather 
it was the passion of production, of enterprise, of work, of frugality, of 
success and mastery over nature. Far from being condemned, the de- 
velopment of capitalism in England in these years was credited with 


32 Talcott Parsons, “Capitalism in Recent German Literature: Sombart and Weber,” The 
Journal of Political Economy, XXXVI (1928), 651. 

33 Winthrop S. Hudson, “Puritanism and the Spirit of Capitalism,” Church History, XVII 
(1949), 3-17. 

34.N. S. B. Gras, “What Is Capitalism in the Light of History?” Bulletin of The Business 
Historical Society, XXI (1947), 102, 105. 
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contributing much to the economic and social development of the mod- 
ern world. It is mankind’s loss if those who received capitalism as a 
legacy should prove unworthy of this historical power. 

It is evident that capitalism’s responsibility for the evils of the Indus- 
trial Revolution depends on one’s definition of capitalism. For our pur- 
pose it is an economic system in which the following attributes are 
combined: the division of society into two main classes, workers and 
capitalists; the profit incentive; private ownership of the means of pro- 
duction and exchange; free choice of activity on the part of economic 
agents; the acceptance of social values conducive to the maximization 
of efficiency in the means of production through the principles of ra- 
tionality, and prescribing unlimited gain as the end of economic be- 
havior. 

Under the influence of these forces the unity and centralization of 
medieval society gave way to growing individualism in all social classes. 
In place of man’s concern with salvation, his economic conduct became 
the criterion by which all other activities were judged. The essential 
distinction in earlier times between enterprise and avarice was lost, and 
the idea of efficiency assumed the role of one of the highest moral vir- 
tues. 

The danger in this discussion is not that we shall see the transition 
from feudalism to capitalism as a simple, uninterrupted process, or 
that we shall fail to see the Industrial Revolution as giving range and 
importance to the capitalist system. The danger is that we shall ascribe 
to one force the origin of everything. It is very relevant to any discussion 
of capitalism by historians to stress that capitalism, however viewed, is 
not the entity we have made it. It was Ricardo and Marx who set the 
example of treating capitalism as a kind of providential interposition to 
explain anything and to be made responsible for everything. The un- 
warranted emphasis placed upon this concept has resulted, therefore, 
in certain economic aspects in the great movement of historical change 
being made responsible for the whole process. The causes of the tri- 
umphs and abuses of the Industrial Revolution are manifold. Among 
the most important was the growth in population, the geographical 
discoveries of the three hundred years prior to 1760, and the scientific 
and technical, social, and political revolutions. Above all we should 
consider the impact of growing secularization during the past five hun- 
dred years, especially the growth of utilitarianism and the fulfillment of 
individualism. These creative forces, changing man’s economic and 
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social organization, cannot possibly be pressed into a tight category 
called capitalism. 

It would be foolish, of course, to argue that capitalism is no more than 
a political catchword; it would be equally foolish to see it as the ex- 
planation of everything. At best it is only a partial explanation and thus 
only partly responsible for the changes taking place in the years 1760- 
1830, or since. In fact, it is closer to the truth to regard the period 
1760-1830 as the age of the Machine, rather than the age of triumphant 
capitalism. There can be no argument with anyone who wants to study 
a period of history in isolation or as a specialist. The argument is with 
those who try to show the period as self-contained and to ignore the 
problems of infinite causality. 


IV 


One of the criticisms made of historians in their discussion of cap- 
italism is that most of what they have to say leads to an impasse and to 
the taking of sides. In our own case we have seen that neither the strict 
quantitative nor the qualitative interpretation has proved satisfactory. 
By the nature of things the quantitative school could never be entirely 
objective. To have asked the questions: “how large? how long? how 
often? how representative?” has narrowed the field of discussion con- 
cerning what happened during the Industrial Revolution, but it does 
not permit us to make any sweeping generalizations regarding the 
changes in the standard of life or in the common enjoyment of an age. 
If the qualitative school cannot be accused of worshipping at the altar 
of statistical exactitude, they have nevertheless made what appears to 
be an unfair comparison between Classical civilization and the age of 
the Machine. They were entirely justified in emphasizing that the 
unity and progress of a civilization cannot be measured by material 
progress alone, but they have too readily spurned the Machine and its 
influence in raising the standard of life of the common people. They 
aiso erred in thinking that the means of satisfying the needs of Classical 
civilization were necessarily applicable to the needs of their own time. 
After discarding a strict quantitative or qualitative approach we com- 
plicated matters further by introducing the question of historical beliefs. 

Must we then conclude that the problem is insoluble? In emphasiz- 
ing the shortcomings of the “optimistic” and “pessimistic” interpreta- 
tions, have we not created more problems than we have solved? Perhaps 
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our difficulty lies in the fact that capitalism is too much with us to en- 
able us to see it clearly. While we cannot pretend to know the answer to 
these questions, we can at least make one or two final observations that 
may enable us to escape from the impasse into which we have been led. 
In the first place, it is incumbent upon all those who enter this dis- 
cussion to define their terms. There can be no doubt that much mis- 
understanding has arisen because we fail to say specifically what we 
are talking about. Perhaps the greatest confusion has arisen because we 
have failed to distinguish between the two essential questions posed by 
a study of capitalism and the Industrial Revolution. The first is a 
question of fact concerning the conditions existing at that time; whether 
expressed in statistical terms by the quantitative school or used as the 
basis of the writings of the qualitative school. The answer to this ques- 
tion is a matter for research, much of which remains to be done. Even 
when we feel fairly confident that we have isolated the facts, we must 
remember that historical beliefs are not derived purely and simply from 
facts. Indeed, a new interpretation based on a new accumulation of facts 
will only take us part way to our goal. We cannot entirely agree with 
Herbert Spencer when he said that, “Opinion is ultimately determined 
by the feelings and not by the intellect,” but to ignore the truth con- 
tained in this statement is to harbor illusions. The second question is 
concerned with judgment. Too often in our praise and coridemnation 
of the capitalist system we are making ethical judgments in which 
research can help us only indirectly. Whether these judgments should 
be made or not is bound up with a much wider problem of deciding 
where to draw the line of demarcation between the sciences and the 
humanities. More pertinent for us, and much more specific, is to 
remember that judgments of this kind cannot be made unless we can 
define what we mean by capitalism. To judge capitalism by ascribing 
causal relationships between events as being the phenomenon cap- 
italism is at best a half truth. 

Such then are the problems with which we are faced today. If an 
impasse exists it is because we, as historians, have oversimplified the 
complex nature of the forces and motives that must enter into our 
treatment. The vital contribution of the historian in helping his fellow- 
men to form sound opinions on contemporary affairs need not be 
stressed here. Nor need I stress that the honor of true history is never 
to allow itself to be domesticated to the level of propaganda. The his- 
torian will have done well if he enables us to see the past in proper 
perspective. Yet he is neither a prophet nor a high priest and at best he 
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can only hope to lessen the prejudices—not least his own—which con- 
fuse our thinking. Especially is this so in the controversy on capitalism. 
One thing is certain: the secret of the past can only be resolved if we 
appreciate that history is at most the handmaid of philosophical deter- 
minism. And that only by realizing our limitations can we best state 
the questions which may well serve to open fruitful paths of investiga- 

tion into this problem of capitalism and the historians. 
W. Woonprurr, University of Illinois 








American Technique and Steam Navigation on 
the Sadne and the Rhdéne, 1827-1850 * 


N THE beginning of the nineteenth century, the Continental Block- 

ade momentarily ruined the maritime commerce of Western Europe 
and, by the same token, increased the importance of the land routes of 
this area. More than other regions, the valley of the Sadne and the 
Rhéne, squeezed between the Alps and the Massif Central on the isth- 
mus separating the Mediterranean from the North Sea, profited from the 
dislocation and came to know an intense activity. For some 105 leagues 
from Marseilles to Chalon, the products of Provence and Languedoc, 
as well as colonial goods brought in along the Mediterranean, took this 
road leading to Paris and the countries of the Northwest on the one 
hand, to Strasbourg, Alsace, and Germany on the other. Superbly 
situated in an obligatory point of passage, Lyons enjoyed at that time 
an exceptional prosperity; placed as she was at the terminus of the new 
Cenis road, she added to the Rhone traffic proper the free importation 
of silk from Lombardy and the Piedmont and the trade in Illyrian and 
Levantine cotton which had crossed the plains of northern Italy. Thus 
was realized little by little that “Lyonnaise conquest of the peninsular 
market of the Empire” described by Marcel Blanchard.* Coming ahead 
of even the traditional silk industry, transport constituted the primary 
source of wealth of a city where nearly two hundred truckers and ship- 
ping agents built up solid fortunes, all the while hoping that nothing 
would come to halt the process. 

It was at that point, however, that there came the collapse of the 
Napoleonic Empire and, with it, the disappearance of everything that 
was artificial in this recent prosperity. Now it was necessary to meet the 
competition of foreign producers, to accept a tariff between Savoy and 
France, to give up free access to the precious raw silk of Italy. Fortu- 
nately, if the trans-Alpine trade was seriously hurt, the slow rebirth of 
the port of Marseilles sustained the activity of the Rhéne valley and gave 


* Translation by David S. Landes. 

1 This article, which summarizes one part of a large work now in preparation, is based above 
all on French and non-French archival documents. Among printed sources, one should cite 
particularly the indispensable thesis of Marcel Blanchard, Les routes des Alpes occidentales a 
l’époque napoléonienne, 1796-1815 (Grenoble, 1920), and the articles of the same author 
which appeared from 1922 to 1942 in various reviews: Etudes rhodaniennes, Revue de géo- 
graphie alpine, Bulletin de la Société de géographie languedocienne, Annales d'histoire 
économique et sociale. Note: one league equals four kilometers. 
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rise to the most reasonable hopes. Three hundred thousand tons of the 
most varied goods took this route: heading south there were manu- 
factured products from the Paris region, wheat from Burgundy, Beau- 
jolais wine, grain, wood, and iron from the Franche-Comté, Alsatian 
cloth, and silk from Lyons; going north, soap, oil, and colonial goods 
from Marseilles, salt from the Peccais, wine, woolens, and brandy from 
Languedoc, dyes from the Comtat, Loire coal coming via Givors. Yet 
they did so with difficulty, for there was a serious problem of com- 
munications. 

From Paris to Lyons by the two roads of Burgundy and the Bourbon- 
nais, and from Lyons to Marseilles via the left bank of the river, road 
connections were poor as a result of the inadequacy of the equipment 
employed, the often anarchic organization of the shipping concerns, 
and the lamentable state of the roads. The coaches of the famous 
“Messageries Royales,” enormous vehicles weighing up to seven tons 
and standing a story high, were easily tipped over by the incredible 
heaps of baggage piled on their roofs. In 1827 alone, more than four 
thousand of these heavy carriages had ended up in ditches, leaving a 
thousand dead and a large number of wounded. Fathers were seriously 
advised to make out their wills before undertaking such perilous ex- 
cursions. As for the precious cargoes, the chests of silk among others, 
they obviously did not come out of such adventures intact. 

And yet the Messageries guaranteed, at least so far as possible, a reg- 
ular itinerary and schedule. Ordinary transport, more frequently em- 
ployed because it was much less expensive, was at the same time slower 
and infinitely less safe. Often it was no more than the peasants’ way of 
eking out their incomes in the off season. In this region, the peasants used 
mainly two-wheeled wagons with wide tires, pulled by a single horse 
and carrying up to three tons. Since the horses had to be unhitched 
and teamed up on steep slopes, convoys of fifteen to twenty vehicles 
were not unusual. All the wheels would pass over the same spot, and 
the roads, which were all the more vulnerable in that they were not 
macadamized and were poorly maintained by the recently instituted but 
inadequate Royal Highway Corps,” were literally cut to ribbons. Of all 
the roads, the densely traveled one from Lyons to Marseilles was one 
of the worst, and damaged wagons were to be found along this route 

2 There had been a corps of cantonniers royaux under the Old Regime whose man power 
consisted essentially of temporary peasant labor conscripted as the circumstances required. This 
was still the situation after the Decree of December 16, 1811, which reorganized the service. 


Not until the Generdl Regulation of June 17, 1827, were the laborers converted into classified 
civil servants. The period referred to above is that from 1811 to 1827. 
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by the dozens. Even without accidents, moreover, connections were 
very slow, and the trip between the cities took seventy-two hours by the 
diligence, six days by “rapid transport” (operating day and night), and 
ten days by ordinary transport. The last took three to four weeks from 
Paris to Marseilles. 

Such mediocre performances were bound to encourage merchants to 
turn to the nearby water route, especially since, from Chalon to Arles, 
it paralleled the land road. And in fact, the slow barges of the Sadne 
and the penelles, seysselandes, and flat-bottom barks of the Rhéne were 
always busy.® On the great southern river, the hauling teams were a 
common sight and came to be a favorite subject in the prints of the day: 
perhaps some thirty horses—sometimes even oxen—pulling under the 
eyes of experienced river men and carters a string of boats loaded with 
some three hundred tons of merchandise. This method of transport, 
which required relatively little capital, constituted a veritable craft 
which was almost the sole support of certain villages along the river 
like Serriéres or La Roche de Glun. 

But while it was only half as expensive as land transport, river haul- 
age too was quite dangerous. The Saéne, with its dry spells, fog, ice, and 
floods, was actually less frightening than the evilly reputed Rhéne; on 
the latter, the structure of the bottom, laid out in sharply demarcated 
planes of abruptly different depths, and the more or less complete 
submersion of the banks during floods created serious difficulties for 
river shipping. The bed was perpetually shifting, while new shallows, 
silted portions, islands, and other changes constantly modified its 
topography. The trip upstream became a perilous operation when the 
craft or animals had to cross torrential branches swollen to bursting 
through water up to their necks, at the risk of being swept away at any 
moment by a sudden gush, or when the team had to cross the wide river 
and change banks because the towpath had been destroyed. 

This kind of transport was obviously very slow. The trip upstream 
on the Sadne took sixty hours for the thirty-four leagues between 
Chalon and Lyons, but that on the Rhéne, which was relatively easy 
only five months out of twelve, required four to six weeks for the 
seventy-one leagues between Arles and Lyons. Any one of the forty- 


3 An article could be written on the river craft alone. Of the three boats mentioned above, 
the bark (argue), which headed the string of vessels, was very long and narrow (30 x 3.5 
meters), of oval shape, built of pine with prow coming up to a point; a large bar served as 
tiller; the cables of the horse team were attached to a mast (arbouvier). The penelle, also of 
pine, was slightly wider, with both ends raised and pierced for oars. The seysselande or cis- 
lande was named after the town of Seyssel on the Upper Rhéne; it was essentially a large bark. 








Steam Navigation 21 





three teams then existing, therefore, could count on only eight trips up- 
stream a year.* If the corresponding voyage downstream was much 
more rapid—only four or five days—serious difficulties arose as soon as 
it was a question of getting the goods to Marseilles. It was necessary, in 
effect, to transship them to sea lighters at Arles and undertake the 
dangerous passage of the mouths of the Rhone, a trip which was some- 
times delayed several weeks by contrary winds. These obstacles were 
all the more serious in that four fifths of the total traffic of the valley 
(250,000 tons a year, of which 170,000 went downstream) went by river. 

The effect on commerce was so bad that there was soon ground to 
fear that the transit trade, that great source of prosperity, would shift 
over to more feasible routes. For one thing, old trade routes, abandoned 
during the war, picked up again, and the ports of the south began using 
the Altantic once more, via either the Canal des Deux-Mers or the 
Straits of Gibraltar. On the other hand, new roads were developed 
which threatened to ruin the older ones. Such, for example, was this 
“silk highway” which, located entirely in foreign territory, seemed to 
aim directly at the heart of both the traditional industry of Lyons and the 
commercial prosperity of the valleys of the Saéne and the Rhéne. From 
Milan to London, commercial contacts were built up which, in spite 
of the tariff barriers of a dozen countries,” in spite of the redoubtable 
Alpine passes, in spite of a distance of almost two hundred leagues,° 
completely by-passed French soil. The wagons leaving Milan followed 
the eastern shore of Lake Como and, passing through the old imperial 
city of Chiavenna and the deep valley of San Giacomo, climbed to 2,117 
meters to cross the Spliigen Pass; then headed for the Rhine through 
the frightful gorge of Kardinell and the sinister Via Mala. Eighteen 
hours were needed to cover the nineteen leagues from Chiavenna to 
Coire, the capital of the Grisons, and when the snow was deep, even 
the most careful precautions were often not enough to prevent catas- 
trophe. 

This crossing of the Alps was very much improved by the opening 
in 1821 of the more accessible route of the San Bernardino (2,063 
meters) between Bellinzona and Coire, and even more in 1830 by that 
of the Saint-Gothard (2,112 meters). From the valley of the Upper 


4 Forty-three, according to the inquiry of Cavenne in 1827. The number varied; it had 
reached a maximum of 109 during the famine of 1816. 

5 The major inconvenience of these tariff barriers would seem to have been the need to stop 
repeatedly and satisfy complicated formalities. The goods in transit were apparently allowed to 
pass free of duty. 

6 From Milan to Rotterdam. 
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Rhine through Switzerland and the German states, touching Lindau 
and Frankfurt on the way, the carters reached Mainz on the banks of 
the great river. There on the Rhine, steam navigation had been an 
unqualified success ever since that day in 1825 when the “Zeelander” 
had made its way up from Rotterdam to Bacharach, and Dutch and 
German shipping companies had sprung up to provide regular service 
below the Main. These little Rhenish steamers, therefore, picked up 
where the heavy carriages from Italy left off; the cargoes were then 
transshipped at Rotterdam to English vessels which crossed the North 
Sea and dropped them on the London docks. That such a difficult trip, 
with all its accidents and transshipments, often took no more than a 
month, was possible only thanks to the efforts of all the interested 
governments and to the daring and ingenuity of the Swiss and German 
shippers. The return trip, made under the same conditions, brought to 
the Italian plains the cloth and manufactures of the British Isles, the 
Low Countries, and the German States. As it was already obvious that 
this trade route would one day use Genoa and not Milan as its starting 
point, the prosperity of Marseilles as well as that of Lyons was 
threatened, the modern rivalry of two great Mediterranean ports began 
to shape up, and all the traffic and new wealth of the Rhéne Valley 
seemed in danger. 


The danger was not imminent. This new route was a long way from 
providing all year round the regular connection which international 
trade required. Nevertheless, the capitalists of Lyons, whether manu- 
facturers or exporters of silk, merchants or shippers, had the intelligence 
to understand that the improvement of transportation in the Rhéne 
valley could not be put off any longer. By a fortuitous coincidence of 
viewpoint, they found an ally in the Genevans. For while the Canton of 
Leman had returned to the Swiss Confederation in 1815, after a brief 
period of French domination, it had suffered ever since from the per- 
sistent ostracism of the Germanic cantons. Fearing the effects of this 
hostility on its economy, it was looking for easy access via neighboring 
France to Lyons and the sea. 

At first there was talk of installing along the Rhone a horse-drawn 
railroad, then a canal, but the new advances in steam navigation put 
an end to discussion. For a decade, the Sadne and the Rhone were to be 
the scene of many and varied attempts to introduce this new method 
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of transportation. Many of these were the work of charlatans and ad- 
venturers on the hunt for speculative profits; others, though by men of 
some renown—Jouffroy d’Abbans, the Seguin, the Montgolfier—failed 
lamentably. On March 4, 1827, the explosion of a big four-wheel 
steamer, anchored in the Rhone in the very middle of the city of Lyons, 
seemed to mark the irrevocable failure of all these enterprises. And yet 
that very year was to witness the magnificent success of the American, 
Edward Church. 

Edward Church (1779-1845) ‘ was a Bostonian, from that New 
England which was so naturally oriented toward maritime commerce. 
His family had gained some fame in the struggles with the Indians. 
His father, one of the leading citizens of the busy Puritan city, had been 
utterly ruined during the Revolutionary War and had had to under- 
take a diplomatic career; he got himself named Consul at Lisbon. His 
son had received an excellent education, partly in England, partly in 
France, where, once his studies were completed, the young Edward 
Church married—for the first time. He was in real favor with his 
former fellow student, Louis Bonaparte, and possibly took part in the 
Spanish War as an officer of the Napoleonic army; nevertheless, as an 
incorrigible liberal, our American could not accommodate himself to 
the dictatorial regime of the France of 1810. He preferred to return to 
his native land, where we next find him the owner of an estate in Ken- 
tucky. While in the United States, he met Robert Fulton, who had 
failed earlier in his effort to interest Napoleon in the possibilities of 
steam navigation. This meeting marked the decisive turning point in 
Church’s life. 

In 1817 Madison named him Consul at Lorient, and while he was to 
follow the career of diplomacy until 1832, he was a most curious diplo- 
mat. He discovered that in peacetime no ship flying the Stars and 
Stripes ever came to the Breton port, and asked for the Amsterdam post. 
When this did not work out, he picked himself up, appointed a replace- 


7 The career of Edward Church in Europe has hitherto been very obscure. Thanks to Pro- 
fessors Lucien Febvre and John U. Nef, I was able to enter into correspondence with Dr. S. C. 
Gilfillan, Curator of Ships in the Museum of Science and Industry in Chicago, author of In- 
venting the Ship (Chicago, 1935), and with Professor David S. Landes, of Columbia University. 
Their extreme kindness, for which I should like to express here my sincere gratitude, has made 
it possible for me to throw light on this very active personage. The principal sources of infor- 
mation available to me in this regard were the following: an article in the National Cyclopedia 
of American Biography, Vol. XX, p. 52; an article extracted from John A. Church, Descendants 
of Richard Church of Plymouth, Mass. (Rutland, 1913); manuscript documents from the 
State Department Archives, under three different rubrics, Appointment Papers, Miscellaneous 
Letters, and Consular Dispatches—Nantes, vol. I; Archives of the Canton of Geneva; finally, 
some French archives, extremely scanty on this subject. 
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ment on his own initiative, and led from then on a vagabond existence, 
devoted entirely to the propagation of “the discovery of his fellow coun- 
tryman and friend, Robert Fulton.” On the basis of his earlier stay in 
England, he became a “booster” of the plant at Soho whose steam 
engines were world famous. Extremely intelligent, remarkably ener- 
getic, insatiable in his activities, our Bostonian was able to win himself 
influential friends not only in the United States, but also in England, 
France, and Switzerland. In this way, although he himself was unques- 
tionably not a true inventor, he was able to disseminate in several coun- 
tries of Western Europe a discovery which up to then had been almost 
the exclusive appanage of the Anglo-Saxons. 

In France the field was wide open. The success of the “pyroscaphe” 
of Jouffroy d’Abbans on the Saéne in 1783 had led nowhere, since the 
unlucky inventor had been forced into exile during the troubles of the 
Revolution. Under the Consulate, Fulton had not been encouraged, and 
after 1815 a whole series of attempts had aroused no interest. It was at 
that point—no doubt in 1818—that Church, along with his friends, the 
English engineers Evans and Barnes, set up a shipyard at La Seyne 
(Var) on the Mediterranean coast. With a patent from King Louis 
XVIII, he launched his first steamer that year on the Garonne; others 
soon entered into service out of Bordeaux, where his brother-in-law, 
Strobel, was American Consul. In 1819 a further step was taken when, 
under the auspices of his colleague Beasley, the Consul at Le Havre, 
he was able to send out a “Triton” to furnish regular service at the 
mouth of the Seine between the great Norman port and Honfleur; in 
1822 Strobel and his countryman Fenwick, Consul at Nantes, founded 
in turn the first steam navigation project on the Loire, between Nantes 
and Paimboeuf. 

All of these vessels were of the same type: that of the steamboats of 
the eastern United States. They were small—twenty-five to forty meters 
long—built of wood and equipped with an English low-pressure, 
double-stroke condensing engine; water was introduced, as required, 
by a regulator and carried by a smaller engine to the boilers. This mech- 
anism, which developed only some twenty-eight or thirty horsepower, 
was particularly well adapted to river navigation on the calm streams 
of western France.* In a few years seven of these steamers were 


8 For a detailed description of this engine, see the paper of the Port Engineer of Bordeaux, 
Deschamps, Rapport fait a l’ Académie royale des sciences et arts de la ville de Bordeaux ... sur 
les bateaux a vapeur, le 23 aotit 1818 (Bordeaux, 1821). [Cf. L. C. Hunter, Steamboats on the 
Western Rivers (Cambridge, Mass., 1949), Ch. iii, for an excellent discussion of both low- and 
high-pressure steamboat engines. According to Hunter, p. 62 and n. 163, an auxiliary engine 
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launched, “the first to sail [regularly] in France,” transporting the 
while more than 100,000 passengers and providing service without the 
slightest failure or accident. The people of the day appreciated this in- 
novation so highly that, in the words of its chief promoter, “the gov- 
ernment, recognizing the public utility of the work of M. Church, has 
expressed to him its satisfaction on several occasions. He [Church] feels 
that it is in diffusing in every possible way this felicitous application of 
the steam engine that he most effectively shows his gratitude for the 
kindness of the authorities and the confidence of the public.” 

Nevertheless, this citizen of free America was not to prove any more 
appreciative of the Royalist France of the early Restoration than of the 
Imperial France of 1810. For this reason he decided to settle in Switzer- 
land for a few years, of which country, he wrote, “the closeness which 
exists between its religious and political institutions . . . and those of 
my own country determined me to give it preference over any other in 
Europe for the education of my son.” But this same “steamboat sales- 
man” who had abandoned without regret his post at Lorient could not 
remain inactive. It was not long after he moved to Geneva that he was 
bringing specialized French workers to the Eaux-Vives to build a new 
steamer. This was to be a handsome vessel, the “William Tell,” whose 
twelve-horsepower engine enabled it, on a trial voyage of May 23, 
1823, to go from Geneva to Lausanne in four and a half hours. This 
ship proved to be so satisfactory that when Church, who had an ad- 
mirable understanding of his own interest, sold it a few months later, 
he realized a nice profit of $10,000. As for the authorities of the Canton, 
they felt that “M. Church is a man to inspire confidence by his personal 
character, by the consular functions which he holds from the American 
Government, by his pecuniary means, and by his knowledge of steam 
navigation.” ® 

However, Switzerland, hospitable as it was, offered only a very 
limited field of activity. The tireless Church offered his services to the 
famous Byron, then leaving on his chivalrous mission in aid of the in- 
surgent Greeks. Turned down, he was no more successful with the 
government of Wiirttemberg, which engaged him to launch two of his 
engines on the Lake of Constance. This was the occasion of his only 
failure: the trial voyage of the first of these boats, March 4, 1827, was 
marked by a terrible explosion which left eleven dead and many more 





for the water pump was not introduced on the Western rivers of the United States until the 
1840’s. (Translator’s note.) ] 
9 Délibération du Conseil d’Etat de Genéve, November 1, 1822. 
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wounded. Our Consul, miraculously untouched, did not even suffer 
in his reputation. More and more forgetful of his official post in Brit- 
tany, he spent some time in Italy devoting himself to his favorite oc- 
cupation on the lakes and rivers of the peninsula. He had just com- 
pleted his nineteenth steamer there when he was called to Lyons. 

And indeed, he seemed the only one capable of solving this problem, 
still pressing after ten years, of introducing steam navigation on the 
Sane and the Rhone. In his efforts he was perhaps supported by his 
colleague, the American Consul at Lyons, James Fenimore Cooper. 
The latter, who was already the famous author of The Last of the 
Mohicans, had been an officer in the American Navy and had even 
served on the “Vesuvius,” one of the first steamers on the Mississippi; 
he was probably, therefore, a convinced partisan of the new means of 
transportation. But Church was not alone in his project; he was at 
that time in business with a rich Genevan capitalist, Francois Mathieu, 
who had been interested in these questions for a long time. Still more 
important, he was welcomed in Lyons with special warmth by a num- 
ber of important figures, bankers like Louis Pons and Thierry Brole- 
mann, merchants like Samuel Debar and Samuel Mussard, investors 
like Pierre-Marie Roch and Joseph Morel, brokers like Alexandre 
Isnard, and even politicians like Gabriel Jars, former mayor of the city 
and deputy-to-be, whose support was to be invaluable. “All,” in the 
curious words of a document of the period, “are of the most honorable 
distinction possible, whether as merchants or capitalists.” 

They had the unquestionable merit of not allowing themselves to 
be discouraged by the memory of recent failures and of the financial 
disasters which had followed the abortion of those more or less serious 
companies that had already tried to make a go of steam navigation. 
They were also courageous enough to give their confidence to two 
strangers and to remain faithfully at their sides in spite of the recog- 
nized risk of the enterprise. On March 10, 1827, the “Sadne Steamboat 
Corporation” was born. Planned to last twenty-five years, the company 
was formed for the transport of travelers. The capital was set at one 
million francs in five hundred shares of 2,000 francs each. Of the first 
125 shares subscribed, twenty-five were taken by Church, who was thus 
not afraid to risk his capital as well as his reputation. From their yard 
in the faubourg of Vaise the partners launched their first steamboats: 
the “Lyonnaise” and the “Chalonnaise,” both of them twenty-five 
meters long, six meters wide, and of very shallow draft. They were 
moved by side paddles driven by low-pressure engines of fourteen 
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horsepower imported from the London shop of Barnes and Miller, 
and could each transport two hundred passengers from Lyons to 
Chalon in sixteen hours, the return trip taking three hours less. The 
first months were difficult, for the boats could not cross the shallows 
in the dry season, and the memory of the disaster of March 4 was still 
there to haunt people. It was not until 1829 that the company could 
distribute a handsome dividend of 15 per cent and even buy state 5 per 
cent bonds as a reserve. 

These daring men then resolved to create a second enterprise, the 
“Company for the Transport of Goods on the Sadne by Steam Gon- 
dolas.” Conceived on the same principle as the earlier firm, capitalized 
at one million francs in shares of 2,000, the company used tugs which 
could make eleven kilometers an hour in calm water with a load of 
six tons. The first of these ships, the “Mercury,” carried out its trial 
voyage on November 7, 1829. It took 21 hours 40 minutes to go from 
Lyons to Chalon and eight hours for the return trip downstream. 

Slowness thus remained the rule, but the new companies furnished 
a relatively regular service thanks to the duly tested qualities of these 
vessels, and they benefited from the unreserved support of the business 
circles of Lyons and Geneva, support all the more solid because this 
steam navigation gave trade the security that it had been crying for so 
long. 

The temptation was inevitable to extend to the Rhéne what had so 
well succeeded on the Sadne. It is true that here the task was of another 
order of difficulty: if the Sadne offered conditions more or less comp- 
arable to those of numerous water courses already conquered by the 
ingenious American, the great river to the south, with its swift waters, 
uneven bed, and capricious channels offered as we know a very dif- 
ferent challenge. No one had as yet succeeded in building the steam- 
boat which, while powerful enough to overcome the current, would at 
the same time displace so little as to be able to navigate at all times of 
the year. It seemed, however, that these conditions had been met when, 
on July 7, 1829, a steamboat well named “The Pioneer” completed its 
maiden voyage. Launched also by the Vaise shipyards on the Sadne, 
this vessel, seventy-five meters long, was of “elegant and light” form. 
Its two English engines of twenty-five horsepower, each driving side 
paddle wheels, were to give it an average speed of thirteen kilometers 
an hour. Without cargo, it covered the seventy-one leagues separating 
Lyons from Arles in 14 hours 25 minutes of actual travel. The trip up- 
stream with 1,600 quintals of freight took 95 hours 51 minutes. It is 
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true that the inclusive round trip, with the inevitable stops along the 
way, required a week, and that for certain sections animal traction re- 
mained necessary. Nevertheless, this modest success was not without 
significance for the Rhéne passage, this “world highway,” which thus 
saw the advent of a veritable revolution destined to safeguard its pros- 
perity. A “General Navigation Company,” established at that time with 
a capital of one million francs by the same group of investors, was for 
the next decade to furnish alone the steam transport of the river. 

Great hopes arose. The voyage of “The Pioneer” had preceded by 
only a short time the capture of Algiers. A direct water connection by 
river and sea between Lyons and the ancient Barbary city could now 
be envisaged. Church was directly interested in this, since, while re- 
maining a shareholder in the three companies which he had helped 
found, he continued to direct his shipyards at La Seyne. These turned 
out a number of vessels for navigation on the Rhéne and the Sadne 
and in 1831 launched as well the first two steamers of the port of 
Marseilles, the “Henri IV” and the “Sully.” Within a very short time, 
however, these premature ambitions evaporated; sea crossings required 
other vessels than rivers and inland waters; in addition, the definitive 
conquest of Algeria was repeatedly placed in doubt. Finally Church 
returned to England and then to the United States, where he was to 
reside until his death.”® 





Having introduced steam navigation on the Rhéne as on the Sa6ne, 
the American Edward Church had thus succeeded where all his prede- 
cessors had failed. But this success was not complete, or to be more 
exact, it was uneven. On the Sadne the type of ship which he had used, 
that of the Hudson, gave complete satisfaction, so much so that in a 
few years the numerous navigation companies which arose, and which 
competed frantically with one another in an atmosphere of utter an- 
archy, did not use any other kind. On the Rhéne, on the other hand, 
the General Navigation Company remained alone at first for a very 
simple reason: the difficulties it encountered were so great that steam 


10 Richard Church settled at first in Kentucky, then in Massachusetts. He introduced into 
this country the sugar beet, whose merits he had discovered in France. But his true vocation 
had not changed; as late as 1841 we find him, hit by reverses of fortune, soliciting the post of 
Consul at Havana, while showing a particular interest in the establishment of a steamer service 
between Cuba and New Orleans. His request does not seem to have been granted. He died in 


1845. 
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navigation, far from triumphing, was content to drag out a painful 
existence, always at the limit of its possibilities. The essential problem 
had not been resolved: the vessels were too weak to overcome the 
violence of the current in all seasons, while the use of more powerful 
steam engines would have increased their weight and, with it, their 
displacement. As soon as the water was low or even average, the 
wooden hulls scraped the bottom and deteriorated rapidly, and with 
the equipment requiring frequent renovation, the finances of the en- 
terprise suffered drastically. Often, also, the small steamers ran aground, 
to the intense joy of the old boatmen, who were ferociously jealous of 
this “invention of the devil,” which should have ruined them. In time, 
however, thanks to the untiring efforts of the Director of the General 
Company, the Genevan Jean-Jacques Breittmayer, steam gradually 
established its pre-eeminence—though very slowly—and competing com- 
panies arose, all of them, however, dependent on these low-pressure 
engines, so poorly adapted to this type of navigation. 

Now across the Atlantic, on the Mississippi, there were at that time 
ships which, it would seem, should have been able to render great 
services on the Rhéne. These ships used the high-pressure engines in- 
vented at the end of the previous century by Oliver Evans, wainwright 
of Philadelphia. Freed of the heavy and cumbersome condenser, these 
machines developed considerable power without overloading the ships, 
allowing these to sail “on the water and not in the water.” They were 
particularly suited, therefore, to navigation on more rapid streams than 
the calm rivers of the Atlantic coast, streams whose shallow beds were 
dotted with sand bars and wrecks of all kinds. Proof of this was avail- 
able as early as 1816, when the engineer Shreve made a trial trip on 
the Father of Rivers on board the “Washington,” between Louisville 
and New Orleans. Held back at first by the monopoly reserved to 
Fulton and his partners, the new system was not really diffused until 
after 1824 and the decree of the Supreme Court proclaiming complete 
freedom of navigation on all waters of the Federal Republic.** From 
that point, two types of vessels met in competition: the low-pressure 
boat of Fulton on the rivers of the East, and the high-pressure steamer 
of Shreve, more common on the rivers of the West. 

On the Rhéne, however, at the very moment when new companies 


11 Gibbons vs. Ogden. Thomas Gibbons had established a ferry service between Elizabethtown, 
N.J., and New York City in open competition with Aaron Ogden, who held a license from the 
Fulton-Livingston group. According to Hunter, Steamboats, p. 14, the decision simply dis- 
solved a monopoly already abandoned six years before. (Translator’s note.) 
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were being established, there was still no question of using such ships. 
What was the source of this ostracism? Church had surely encountered 
this type of machine but, devoted to his friend Fulton, he most cer- 
tainly did not care to propagate a rival invention. One should note, 
moreover, that the steamer of the Mississippi enjoyed in France and 
in the neighboring countries the most sinister reputation: they were 
known primarily by the violent explosions which blew them as well as 
their unfortunate passengers to bits. The inquiring traveler Michel 
Chevalier wrote at that time: “If accidents like those which the Ohio 
and the Mississippi have witnessed were to occur for some time in 
Europe with the same frequency, there would be a universal outcry 
. . . the life of the true American is that of a soldier . . . it is a series 
of alerts and violent sensations. Too bad for the vanquished, too bad 
for those who die on steamboats. The essential thing is not to save a 
few individuals, even a few hundred. The essential, so far as steamboats 
are concerned, is that there be many of them, solid or not, well or 
poorly run, it matters little, so long as they go quickly and cheaply.” 

In order that, despite such disastrous notoriety, this type of vessel 
might finally make its appearance on the Rhéne, an exceptional com- 
bination of circumstances was necessary: the astonishing meeting of a 
daring, even rash, businessman and of a bold technician profiting from 
the resources of a metallurgical establishment in full growth. 

Jean Bonnardel (1803-1861) came from a family of shippers which 
had been dreaming of conquering the Rhéne since the sixteenth cen- 
tury. He had been the most powerful specialist in river haulage on a 
large scale, and as such had fought with all his strength against his new 
rivals, but he was one of the first to understand what would be the re- 
sult, distant perhaps, but ineluctable, of this hopeless fight. Converted 
to steam navigation, “he entered this path with the navigational ex- 
perience lacking to the other companies, whence his incontestable su- 
periority.” Endowed with unusual energy, he wanted to “rule the 
river,” and with considerable capital at his command, started the race 
to see who could build the largest vessels. He would have been quite 
incapable of accomplishing this, however, without the unhoped-for 
support of Le Creusot and its technical director, Bourdon. 

The small factory of Le Creusot had gone through some really 
wretched years before its acquisition in 1836, under the auspices of the 
Seilli¢re Bank, by two ironmasters from Lorraine, the brothers Schnei- 
der. These had the intelligence to appreciate the import of those two 
still misunderstood innovations: the railroad and steam navigation. 
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Setting up machine construction yards at Le Creusot, they added ship- 
yards at Chalon-sur-Sadne and entrusted them to the care of a skilled 
technician, Bourdon. 

Francois-Prudent Bourdon (1797-1865) ** had been interested as 
early as 1824 in steam navigation on the Sadne. In 1827 he had entered 
the small shops of Le Creusot as a foreman. Tired of vegetating in so 
badly mismanaged an enterprise, he left for the United States in 1833. 
There, on the great streams of the young Republic, he was able to in- 
itiate himself into the secrets of a technique far in advance of that of 
the Old World, and returned to Le Creusot ready to pass his knowledge 
on to his countrymen. But the yards which he directed employed only 
fifty men and were suffering from a severe lack of equipment; the 
four- or five-hundred kilogram tail hammer and the helve were un- 
able to turn out the large pieces required. It was at this point that 
Bourdon conceived the steam hammer. From 1838 to 1840 he con- 
ducted numerous experiments leading to definitive success in October 
1841. This sensational innovation, while making the fortune of the 
Schneider factories, furnished at the same time the shipping on the 
Sadne and the Rhone with the modern shipyards it had always lacked. 
Jean Bonnardel—in partnership with his brother and a man named 
Four—was one of the first to understand the possibilities of the new 
equipment; from his collaboration with the engineer Bourdon there 
was to come a fleet entirely of French construction and revolutionary 
in its character. 

To be sure, the clever builder benefited from his American experi- 
ence; at the same time, however, he was not content like Church to 
copy his model blindly; his imitation was not bondage. Besides, the 
high-pressure steamboats of the Mississippi were built for travelers: 
veritable floating houses, very high and bulky, quite incapable of trans- 
porting merchandise on a Rhéne which presented one obstacle not 
present in the United States—numerous arched bridges, often with very 
narrow openings. It was necessary, therefore, while using methods al- 
ready established, to produce something original. This was, after the 


12 Bourdon became chief engineer of Le Creusot; then in 1848, with the encouragement of 
Eugéne Schneider, who was not interested in seeking the renewal of his legislative office, offered 
himself as a candidate and was elected to the Constituent Assembly. It was after the events 
of 1851, which sent him back to private life, that he entered the ‘‘Mediterranean Forges and 
Shipyards.” On Bourdon, see Boutmy and Flachat, Notice sur la vie et les travaux de Francois 
Bourdon (Paris, 1884); A. Robert and G. Cougny, Dictionnaire des parlementaires (5 vols.; 
Paris, 1889-91), article “Bourdon”; and the Rapports du Jury of the various industrial ex- 
positions (1839, 1844, etc.). I should also like to express my thanks for certain information 
provided by the Schneider firm. 
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creation of the new steam hammer, the great contribution of Francois 
Bourdon. The new steamboats of the Rhéne—the “Crocodile,” the 
“Marsouin,” the “Mistral,” the “Sirocco”—were very long, very narrow, 
built of thin plate with countersunk rivets; and in order to allow even 
more flexibility, these rivets were not attached to the ribs but only to 
the bulkheads. These hulls were so flexible that on the upstream 
passage they could be seen bending as much as half a meter up or down 
when going through the rapids. In the high-pressure engines with ex- 
pansion valve and condensation, the transmission of power was direct, 
without the intermediary of a beam.”* The boilers, heated by direct 
flames, were of the same tubular type as those of the locomotives of 
Marc Seguin. They fed machines which were placed horizontally, long 
and powerful enough to furnish the power required to mount the 
rapid stream. Light in proportion to their power, they were remark- 
able for their flexibility, which allowed them to conform to the move- 
ment and bending of the long hulls. Remarkable successes were re- 
corded; thus the “Ocean” and the “Mediterranean” were built to the 
astonishing length of 157 meters, and their engines were capable of 
developing as much as 1,200 horsepower. Nevertheless, the ships best 
adapted to the conditions of this navigation were undoubtedly the 
“Mississippi” and the “Missouri,” whose names evoked a distant in- 
spiration. The “Missouri,” 135 meters long, was 6.36 meters wide and 
2.8 meters deep, able to make 20 kilometers an hour downstream and 
six kilometers up. The ship could transport five hundred tons at a 
depth of only one and a half meters. The same journey from Arles to 
Lyons which required thirty-five days in the era of haulage and seven 
days in 1829, was covered in 1850 in twenty-eight to thirty hours. This 
time the river that had once been so feared was conquered once and 
for all. 

And yet never was a victory so useless. At the very moment when it 
occurred, it no longer had any raison d’étre; coming too slowly and 
too late, it coincided with the arrival of the railroad, which, built 
parallel to the Saéne and the Rhéne, would not tolerate in its pride 
any competition. Faithful to his character, the intransigent Bonnardel 
was not willing to admit defeat and chose to pursue a struggle which 
was doomed in advance."* He was the only one, for one by one each of 

13In America the high-pressure engine operated characteristically without condenser; but the 
combination was not unknown. See Hunter, Steamboats, 126-27, 130. (Translator’s note.) 

14 Qn this struggle, see J. Bouvier, “Une dynastie d’affaires lyonnaise au XIX ©@ siécle: les 


Bonnardel,” Revue d’histoire moderne, II (1955), 186-88. Apparently in 1845, before the 
railroad had been built, Jean Bonnardel had been ready to sell out to Talabot and the other 
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the champions of the river retired. In later years we find Breittmayer 
Director of the “Docks of Marseilles,’ while Bourdon takes over the 
direction of the “Mediterranean Forges and Shipyards,” a firm located 
at La Seyne, on the very spot where Church had set up his first plant. 
Thus ended this steam navigation on the Sadne and the Rhéne 
which, around 1845, had been called “the greatest and most active in- 
dustry in France.” It could never have become this had it not been for 
the fruitful co-operation between Old World and New—from Jouffroy 
d’Abbans to Robert Fulton, from Edward Church to Francois Bourdon 
—an admirable example of the cosmopolitanism of a science and tech- 

nology which does not know national boundaries. 
Féuix Rivet, Université de Lyon 





promotors of the Lyons-Avignon line. Once the government had indicated, however, its defini- 
tive disapproval of such combinations, Bonnardel led the shippers in their fight against the 
railway. (Translator’s note.) 
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INVESTMENT UNCERTAINTY DURING 
THE CIVIL WAR— 
A NOTE ON THE McCORMICK BROTHERS * 


During the Civil War, the sharp increase in commodity prices made it 
costly to hold idle cash, and businessmen searched for investments that might 
increase in value with the rising price level. This paper examines the invest- 
ment doubts, frustrations, and decisions of two of the most gifted business- 
men of the day, Cyrus and William McCormick, Chicago manufacturers of 
farm machinery. 

The McCormicks’ cash income increased rapidly during the Civil War. A 
high-priced self-rake reaper that automatically performed the most strenuous 
task of harvesting was put into production in 1863. The army demands made 
farm labor scarce, and the self-rake reapers became an immediate success 
even though they sold for $190 while the unimproved models sold for $125. 
The increased war demand for wheat, the high farm income, and depre- 
ciated currency expanded the McCormicks’ total number of sales by more 
than 25 per cent from 1859 to 1864. Farmers stepped up their payments on 
reapers purchased on credit in earlier years, and in 1863 for the first time the 
cash income of the McCormicks exceeded one million dollars a year. Oper- 
ating costs lagged behind, and cash rapidly accumulated. The rise in com- 
modity prices, however, destroyed the real value of cash and made immediate 
and wise investments imperative. 

During two of the Civil War years, 1862 and 1863, William McCormick 
wrote frequently to Cyrus of his anxiety over their ever mounting cash 
hoards. Cyrus McCormick lived in Europe to promote the sales of their 
reaper abroad and William McCormick managed their Chicago factory and 
finances. William once quipped to his brother, “My letters to you dating 
from about the time you left would be a curiosity among others after this 
war shall have ended.” ? These letters reveal the full host of difficulties that 
plagued a man who tried to anticipate inflation. 

There is no more “momentous question,” wrote William McCormick in 
1862, “than this money question.” ? “It’s a great question—an independent 
branch of business. . . .”* By comparison, “I think all other questions are 
insignificant.” * 

*I want to thank Dr. Herbert and Lucille Kellar, curators of the McCormick Collection, for 
their encouragement and for making the material used in this study available. 

1 Wisconsin Historical Society, McCormick Collection, letter from William McCormick to 
Cyrus McCormick, March 15, 1863. 

2 Ibid., September 28, 1862. 


3 Ibid., October 19, 1862. 
4 Ibid., October 28, 1862. 











The McCormick Brothers 35 


The “insignificant other questions” included some which appear serious. 
Among these were the complete loss of all southern markets and the $75,000 
of credit extended to southern farmers.5 The military draft took William 
McCormick’s employees, and pattern makers in particular became scarce.® 
The new workers were neither as reliable nor as competent as the draftees.’ 
Still, they constantly pressed for large wage increases. “There is constant 
danger of strikes all around. Our agents and employees in every department 
are more unmanageable, and I have many annoyances I could not easily 
enumerate.” ® A new foreman tried to impress McCormick by driving the 
employees under him. He found the workers refused to produce, and the 
new foreman had to be dismissed.® The government’s use of freight cars and 
canal boats reached a maximum each year when reapers were ready for ship- 
ment. Frequently the implements were not in his agents’ hands and ready for 
sale until harvest time had passed. William McCormick’s judgment that 
currency depreciation dwarfed such frustrating business problems into insig- 
nificance is, therefore, provocative. 

Changes in the value of currency immediately affected the McCormicks 
because they extended large amounts of credit. Farmers only paid 10 to 25 
per cent down when they bought a new reaper. The balance was not due until 
a year and a half or two years later. As war continued, more and more farmers 
paid off their outstanding reaper notes because farm income was high and 
currency depreciated. “We will be paid for reapers in large amounts of 
worthless paper ere very long,” * wrote William. Their collections in July 
1862, ran “about $50,000 compared with only $23,000 in July, 1861, and 
$21,000 in July, 1860.” ** These rapid repayments made him recall Dr. Wither- 
spoon’s allusion to “olden times” when “creditors were seen running away 
from their debtors and their debtors pursued them in triumph and paid them 
without mercy.” ** It almost seemed that Congress “prefers that note holders 
and creditors like us should lose all this money. . .. All the rascals could 
buy this money at five cents on the dollar and pay their debts.” 

Early in 1861, an agent reported to William McCormick that “for the past 





5 William T. Hutchinson, Cyrus Hall McCormick, Harvest, 1856-1884 (New York: 
D. Appleton-Century Co., 1935), p. 83. 

6 Letter from William S. McCormick to Cyrus H. McCormick, April 8, 1863. 

7 Ibid., February 28, 1864. 

8 Ibid., January 31, 1864. 

9 Ibid., November 22, 1863. 

10 Prior to the National Bank Act, state banks issued their own notes. This made it possible 
for the notes of one bank to be depreciated without a corresponding price rise and the notes of 
two banks to be depreciated to a different extent. Initially, William McCormick had this kind 
of currency depreciation in mind rather than a general price rise that reduced the value of 
all notes. 

11 Letter from William S. McCormick to Cyrus H. McCormick, September 27, 1862. 

12 Tbid., August 3, 1862. 

13 [bid., January 23, 1863. 

14 ]bid., September 27, 1862. 
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week I have not dared to collect anything as our currency is in such bad 
shape, it is not safe to take it, and a large share is today worth only 50 or 60 
cents on the dollar.” © In 1862, William wrote “general fear pervades the 
country” because of the uncertain value of currency, and he thought of re- 
stricting output.’® “It is doubtful whether it will be safe to sell machines 
next year as we may have a ‘stump tail’ storm that will eclipse all other stump 
tails.” 17 

In the South, where the inflation was much more severe during these war 
years, creditors refused to accept currency for obligations incurred before 
the war; and new loans were made payable only in commodities.*® Late in 
the autumn of 1862, William McCormick also seriously considered selling 
reapers only for wheat. However, nothing came of this plan. William found 
“a place to put his money,” overcame his fears and continued to produce 
and sell machines for cash during the entire war. 

After a period of urging Cyrus to share the problems of investment with 
him, William tackled them himself. Expecting to have $200,000 cash on hand 
by December 1862, he desperately urged Cyrus “to come home at once even 
if you leave your family and return. It’s an awful time, enough to over- 
whelm any man with a big business. You may lose a good many thousands 
of dollars per day here! Just think of the stake.” 7° Cyrus, however, decided 
to stay in Europe, experiment with his reaper, and develop new markets. 
William was therefore forced to make the investment decisions by himself. 

Although William McCormick expected that the end of the. war would 
bring “disruption and repudiation, wholly or partially, the annulment of 
legal tender,” and lower prices, the present inflation was more pressing than 
the depression in the uncertain future.?? “General opinion—nearly universal 
I think—is that legal tender, and as a consequence inflated value, will at 


15 Letter from E. M. Fowler to William McCormick, May 20, 1861. 

16 Letter from William McCormick to Cyrus McCormick, November 23, 1862. Immediately 
after World War I broke out, a similar feeling of uncertainty made the American steel industry 
actually contract output. In 1914, 451 blast furnaces were in existence; of these, 287 were 
idle at the end of the year. The Crucible Steel Company completed a new factory but did 
not install the equipment to operate it until 1916. The 1914 annual report of Crucible Steel 
read in part: 

Owing to the unsettled business conditions throughout the world, brought about with such 
startling rapidity by the general European war, and the uncertainties as to the continuance 
of these conditions, it was thought best that the only proper policy was to conserve in every 
way possible. . . . The construction of this plant so far as its buildings are concerned is 
practically finished. Nothing has yet been done towards the installation of machinery because 
of the present uncertain business conditions prevailing throughout the country. (Quoted from 
Eldon S. Hendriksen, “Capital Expenditures in the Steel Industry, 1900-1953,”’ an unpublished 
Ph.D. dissertation, University of California, Berkeley.) 

17 [bid., September 25, 1862. 

18 Eugene M. Lerner, “Money, Prices, and Wages in the Confederacy, 1861-65,” The 
Journal of Political Economy, LXIII (February 1955), 20-40. 

19 Letter from William McCormick to Cyrus McCormick, October 12, 1862. 

20 [bid., September 28, 1862. 
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least continue for another year or longer.” * If this estimate were correct, 
their wisest course was to become debtors for at least one year. He repeatedly 
suggested to his brother that they borrow large sums and become like their 
debtors who repaid their loans with depreciated currency. Cyrus McCormick 
was more cautious. He was “opposed to speculation under existing circum- 
stances, with the prospect of revulsion, depression, and ruin ahead.” *? He 
consulted a leading British financeer, Junius Morgan, and America’s minister 
to England, Charles Francis Adams. Both advised “to contract business as 
much as possible—to avoid making debts to be paid hereafter.” *? Yet Cyrus 
agreed with William that the most important problem facing their firm was 
“how best to prevent an accumulation of paper on hand.” 

William McCormick protected the real value of his fortune by buying 
specie, real estate, and inventory. When the price of gold rose faster than 
the price of alternative investments, William wished his specie purchases 
were larger; when the premium did not rise as sharply, he regretted that he 
held as much as he did. 

In the summer of 1862, gold promised a more rapid capital gain than real 
estate. “I think $80 in gold a year hence would buy more real estate than $100 
now.” ** By winter, William had changed his mind. Between October and 
November 1862 the gold premium rose only three points, and he wrote his 
brother that purchasing specie appears to be a temporary investment “like 
buying wheat. No investment in it. Money comes back in six months when 
you can’t put out your greenbacks as well as now. Others are at it but it 
doesn’t suit me when carefully weighed.” ° “With gold we could buy real 
estate low that would pay something while I am now paying interest on gold 
and hesitate about keeping it.” 7° 

From November 1862 to March 1863 the premium on gold jumped 
twenty-three points. William McCormick had another change of heart and 
wrote that he had been too hasty in selling his specie. “Up to the present 
time gold would have been better because we could now convert it into 
currency and buy real estate not greatly advanced.” ** He apologized for his 
mistake and defended himself as best he could. “I believed real estate would 
advance more with gold than it has and that since gold would bear no 
interest, real estate was probably best.” ?8 The premium on gold fell three 
points from March to December 1863, and William again urged his brother 
that they sell their gold and expand their real estate holdings.?® From Decem- 





21 [bid., November 23, 1862. 

a Letter from Cyrus H. McCormick to William S. McCormick, December 2, 1862. 
Ibid. 

24 Letter from William $. McCormick to Cyrus H. McCormick, July 2, 1862. 

25 Ibid., November 9, 1862. 

26 [bid., November 7, 1862. 

27 [bid., March 1, 1863. 

28 Ibid. 

29 Ibid., December 13, 1863, 
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ber 1863 to February 1864 the gold premium jumped seven points, and he 
regretted that he did not own more specie. 

When William McCormick purchased inventory, he never questioned his 
timing. He expected commodity prices to increase until the end of the war, 
and he tried to accumulate as many durable goods as he thought the firm 
could possibly use. 

Cyrus was told: “We are buying heavily of imperishable goods. I have 
felt that paper money kept on deposit was unwise and have bought nearly 
3,000 tons of pig iron,” a supply large enough to last two years. By November 
1862 William was pleased with the sight outside his window. “Our pig iron 
is piled up high and over a piece of our lot—creating the necessity for more 
ground. Now we are asked in St. Louis $40! for pig iron that we bought at 
$23 and so it is in other things and so you can see I have actually saved tens 
of thousands by having gone ahead early and bought these things and now 
we have them in our possession. We bought $17,000 worth of block tin, 
$4,000 of white lead, $13,000 worth of zinc, 3,000 tons of pig iron, 25 tons of 
nails—and should have bought more. Pig iron for instance has advanced 
more than paper has depreciated, and so have sundry other commodities that 
we have bought such as oils, nails, irons, paints, etc.” °° 

William McCormick systematically delayed paying for his large inventory 
purchases as long as possible and then insisted upon a cash discount. His 
standard practice was to pay his bills in depreciated notes some six months 
after the commodities were delivered. As early as July 1862 the McCormicks 
had invested approximately $152,000 in inventories.*? The inventory pur- 
chases made for a more balanced investment portfolio, and William McCor- 
mick believed they were better investments than specie. 

Real estate was purchased with a minimum down payment and maximum 
mortgage “to have a place to put our depreciated notes if [the inflation] 
gets worse.” ®? He wanted to “go in debt and thus have a place for the 
paper” *° he received from the growing reaper sales. William repeatedly 
urged Cyrus to remember that the “three years of business, ’60, 61, and 
62, equalled in amount the first nine or ten years of the business. I feel 
as if I should be content to save what I have made in the last three years— 
if that were possible.” ** The currency depreciation continued; and early 
in January 1863 the McCormicks “had the largest receipts of money for 
a day since the origin of the business, $13,000.”*° By the end of the 
year their cash receipts exceeded a million dollars. These large collections 
and the rapid currency depreciation made long-term investments imperative. 

In January 1863 William wrote his brother, “You probably do not 
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31 [bid., July 20, 1862. 

32 Tbid., July 9, 1862. 

33 Ibid., September 25, 1862. 
34 Ibid., October 19, 1862. 
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trouble yourself with these questions to realize the difficulties. If you 
have decided to buy $100,000 worth of property, then when and what? 
After puzzling over the first decision to buy or not, I have been out 
all around and often as far as 15 or 20 miles through the mud for we 
are having no winter here and today is summer-like sunshine with 
terrible streets and roads. . . .” *® 

In spite of the difference of opinion between the brothers, William 
McCormick invested heavily in real estate. In the winter of 1862, the 
time seemed opportune to him for large purchases. He wrote, “I believe 
real estate will be sought after to invest in after the excitement in stocks 
is a little over and that what we could now buy with a thousand dollars 
of greenbacks will a year hence sell for at least $1,500—in greenbacks— 
likely $2,000. Just think of it. Should we not buy a million in real estate 
and more too as soon as possible?” ®* Cyrus became indignant at the 
suggestion: “I am wholly unable to distinguish your proposed plans of 
investment from simple speculation and nothing else upon an enormous 
scale, on credit at the worst of all times.”*® Even though he conceded 
that currency depreciation was the central problem, Cyrus was not 
willing to go along with his brother’s plan. William’s reply was always, 
“I have but one object—just the one I had in investing in pig iron— 
to save our property.” °® He pointed out that other prominent Chicogoans 
were investing in real estate. “Ogden . . . and Newberry have nine-tenths 
of their fortune in real estate and yet they would now sooner buy than 
sell.” 4° Over Cyrus’s objections William decided to buy more real estate. 
He wrote his brother in November 1862 that he contracted debts of over 
$200,000 and regretted that the sum was not larger. 

Farm lands were extensively purchased. William McCormick’s reaper 
agents were asked to locate good farm land for him; and when a likely 
piece was for sale, it was often purchased. “Our farm lands I am persuaded 
are so selected and bought (in various localities in Illinois) that we can 
sell them when we want in the future.” 4! William wrote, “Our farm land 
purchases amount to some $25,000.” *” 

The great bulk of the real estate purchased, however, was in the 
Chicago Loop. On the lots purchased, McCormick erected stores and a 
“first class” hotel, with a “handsome new cornice,” a “fine basement, 


and stone sidewalks.” Best of all, his property was “all under (or soon 
will be) lease.” 4* 
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William McCormick estimated that “we will have (when two new 
stores are completed) $175 to $200,000 worth of property which is (and 
I think will be) the best paying property we have or can get. Chicago 
must be a success if any city is in this country. There are not the stores 
to do the business.” ** 

In spite of William’s optimistic forecasts of the growth of Chicago, 
Cyrus was pleased when William was unable to buy more real estate 
on the east end of Lake Street. William “regretted it,” commenting that 
their other property in that vicinity was “cheap and very valuable.” * 
Had the purchase been made, it would have increased their holdings in 
the Loop. 

As war continued, William bought other property. He was convinced 
that “we should buy more though we can’t buy so well. We could not 
be unsafe with our resources in buying much more, while to do it 
promises a good deal.” *® By 1865, the McCormicks owned almost one 
million dollars worth of real estate. They had become the largest land- 
lords in the city of Chicago.** 

William McCormick had made a fortune by correctly anticipating the 
inflation that the North was undergoing during the war; yet he regretted 
that he had delayed so long in purchasing specie, inventory, and real 
estate, and that he had purchased no more than he had. He wrote about 
his war investments in March 1864: “If I could have foreseen what I have 
passed through, I think I should have shrunk from what I have had to do. 
A good deal of humility has had to be endured on account of our position, 
but I will avoid long stories. I will only add that I know very great risks have 
been met and responsibilities rarely equaled have been undertaken, and 
successfully carried out, and I am glad to be able to say that though I have 
feared much in many respects for our great undertakings, up to the present 
time, I know of nothing but success in every material matter, comparatively 
speaking.” * 

EucEne M. Lerner, University of Idaho 
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JOSEPH SCHUMPETER AS AN ANALYST OF 
SOCIOLOGY AND ECONOMIC HISTORY 


The collection of major essays by the late Joseph Schumpeter in the 
field of sociology, recently published in Germany,’ represents a significant 
contribution to the social sciences and in particular to economic history. 
Scholars may find in it a tempting invitation to reappraise Schumpeter’s 
contribution to a wide range of sociological and historical analysis. For 
Schumpeter insisted that in the search for insight into the social process 
two things would remain inseparable and indispensable: an analytical 
interest in precise and meaningful concepts, and a broad empirical familiarity 
with historical facts. 

The essays in this volume testify that their author maintained the 
standards he had set himself. Schumpeter’s was a truly first-rate mind, 
bold, incisive, and creative. These essays show him accurate in his scholar- 
ship and realistic in many of his judgments; impatient with the shallow 
and the trite; and profoundly convinced of the task of social science to 
cut through the level of accident and gossip to the basic processes of 
change that underlie the broad trends of past history and present politics 
and economics. Together, they testify to Schumpeter’s intellectual stature, 
his broad learning, and his analytic power. There have been few men 
in any generation who had so much to say on so many vital topics, and 
who said it with such clarity and freshness. 

Each of these essays is alive today. The first, a discussion of “The 
Crisis of the Tax-Collecting State,” illuminates an important area of 
economic and social history at the turn from the Middle Ages to the 
Renaissance. It offers an intriguing development of R. Goldscheid’s con- 
cept of a “sociology of finance”; and it says some important things about 
the continuing vitality and the unexhausted capabilities of the “tax- 
collecting state” and its corollary, the private enterprise system, under 
twentieth-century conditions and in the aftermath of total war. 

Schumpeter’s theory of imperialism, which is given in the second of 
these essays, already has become a minor classic. It offers a potentially 
fruitful alternative both to optimistic complacency and to Marxian near- 
determinism. Both this and the following essay in the German collection 
have been available for some time in a somewhat simplified English 
translation? which gives a fair picture of their main points but loses 
many of the subtleties and ironies of Schumpeter’s characteristic German 
style. Many scholars may appreciate, therefore, the opportunity to read 
Schumpeter’s view of imperialism in its original version, and they may 


1 Aufsiétze zur Soziologie, by Joseph A. Schumpeter. Tiibingen: J. C. B. Mohr (Paul Siebeck), 
1953. Pp. 232. Paper DM 15.80, Bound DM 18.80. 
2J. A. Schumpeter, Imperialism and Social Classes, transl. by H. Norden, ed. by P. M. 
Sweezy (New York: Kelley, 1951). 
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find that his theory deserves careful re-examination in the light of 
present-day conditions. 

The discussion of the nature of social classes, presented in the third 
essay, is again a major contribution to its subject. It, too, opens perspectives 
for new research and analysis which thus far have been by no means 
exhausted. (Professors Bendix and Lipset deserve thanks for having 
included two brief portions of this essay in their useful reader on “Class, 
Status and Power,”* but these fragments are, of course, in no way a 
substitute for the original text of almost 70 pages.) 

The last essay in the book, written in 1927, on “The Social Character- 
istics of Germany,” contains some fascinating methodological suggestions, 
particularly on the sociological aspects of “national spirit” or “national 
character.” In its conclusions, however, the essay demonstrates strikingly 
the pitfalls of partial insights and the dangers of short-range judgments 
based on broad statistical abstractions—even by such an outstanding 
analyst as Schumpeter himself. 

Each essay offers important substantive propositions, as well as significant 
contributions to analytic method; and each should amply repay closer 
study and discussion. 





The first and earliest of these essays, “The Crisis of the Tax-Collecting 
State” (“Die Krise des Steuerstaates”), was addressed to a contemporary 
occasion, but reveals much of the basic thinking of its author. Written 
in the summer of 1918 and published in the journal Zeitfragen aus dem 
Gebiete der Soziologie before the end of the year, it dealt with the 
impending defeat of the Central Powers, the approaching collapse of 
Austrian public finance, and the socialist assertion that these events 
signified the collapse not merely of the political institutions of Austria, 
but rather of the entire institution of the “tax-collecting state,” that is, 
the state depending for its income in the main upon taxes collected 
from private enterprises, such as businesses or farms. Such a state, some 
socialists claimed, was inherently incapable of coping with the vast finan- 
cial burdens implicit in the sheer magnitude of war damage and needed 
economic reconstruction. 

Dealing with this contemporary problem, Schumpeter found it necessary 
to discuss three broader questions: a) the relation of any tax-collecting 
state to the rest of the national economy; 4) the recovery of any national 
economy severely depleted by war; and c) the possible existence of 
historical limits to the private enterprise system. 


3R. Bendix and S. M. Lipset, Class, Status and Power: A Reader in Social Stratification 
(Glencoe, Ill.; Free Press, 1953), pp. 75-81. 
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As a method for the study of the first of these questions, Schumpeter 
advocated a development of what R. Goldscheid had called the “sociology 
of finance” through careful analysis of budgets and other data of public 
expenditure, and through estimates of the financial needs implicit in the 
commitments of the state in each particular epoch. He cited with approval 
Goldsheid’s characterization of the budget as “the skeleton of the state, 
stripped of deceptive ideologies”; and he urged sociologists and historians 
to pay far more attention to the analysis of budgetary data. In studying 
history, financial data may be looked upon both as causes and as 
symptoms. The financial demands of governments have shaped, and 
sometimes misshaped, the economies on which they were imposed; and 
the changing patterns of taxation and expenditure often have been telltale 
indicators of impending political events (pp. 4-6). “Anyone skilled in 
reading budgets,” Schumpeter added in a note, “who also followed 
attentively the events on the international money market, could foresee 
the coming of the [First] World War since at least ten years” (p. 58, 
note 3). Schumpeter’s points here may well be debatable in detail, but 
his plea for a wider and more adequate use of budgetary data in histor- 
ical and sociological analysis still remains to be heeded. 

Applying this approach, Schumpeter saw the rise of the modern state 
as a consequence of the preceding breakdown of the feudal state, or of 
its subtype, the “fief-granting state” (Lehensstaat), under a growing 
burden of inevitable financial overcommitment. Princes had to induce 
recalcitrant nobles to reside at court through offering them higher 
incomes and levels of luxury; and they had to meet the ever growing 
costs of mercenary armies. Here, in Schumpeter’s characteristic reason- 
ing, an economic process met with a change in social psychology. While 
princes had to ask ever greater services and levies of their vassals, the 
latter underwent a process of “patrimonialization of personality,” that is, 
they came to think of themselves increasingly as private agents, and 
of the lands and services they controlled as private property, and thus 
became ever more reluctant to give to the prince what he demanded. 
Thus the house of Hapsburg managed to extract about the year 1500 
from its Austrian hereditary territories the annual sum of about 300,000 
florins Rhenish. This was more than the aggregate revenues of the electoral 
principalities of Cologne, Mainz, Trier, and Brandenburg, which then 
amounted to 110,000, 80,000, 60,000 and 40,000 Rh. fis. respectively, but it 
would have paid for only 6,000 foot soldiers, or 2,500 “equipped horse,” for 
one year—a figure dwarfed by the large man-power needs of the Turkish 
wars (pp. 6-14, with notes on pp. 59-66). 

Everywhere princes had to turn to the estates of their territories—their 
nobles and cities—in order to ask their consent and support for the 
introduction and collection of taxes. By the second half of the sixteenth 
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century, a tax organization based on the estates was flourishing in many 
regions, and the estates endeavored to keep in their own hands the 
control of the tax administration and state machinery which they had 
created. “Everywhere in Europe,” says Schumpeter, “the princes took 
up the struggle for the conquest of this state. In England it ended on 
the scaffold of Charles I. Everywhere else it ended with the victory of 
the prince . . . [who] took from the estates the sharp weapon ‘state’ which 
they had started to create” (p. 16). Thus arose the bureaucratic state 
of the prince, and it was this state which eventually became everywhere 
on the European continent the bureaucratic state of modern democracy. 

The tax-collecting state that emerged in the course of these develop- 
ments is the indispensable counterpart of the private enterprise economy. 
Where all persons work for public ends, no state need be distinguished 
from the rest of the social order; the two would be identical. No 
primitive horde, no thoroughgoing feudal organization, and no people 
organized in a socialist economy thus can have a state in Schumpeter’s 
sense of the word (pp. 18-19). “Only where the life of each individual 
carries its center of gravity within itself, where its meaning rests within 
the individual and his personal circle, where the fulfillment of personality 
is an end in itself—only there can the state exist as a real phenomenon” 
(pp. 19-20). Once economic life becomes private, however, no activity 
finds economic support unless it coincides with the purpose of some 
individual. The modern state, therefore, begins by making financial 
demands which are its “first utterance of life,” even though later the 
state machinery with its personnel and associated interests tends to 
outgrow the realm of mere finance, and to reduce the latter to its 
instrument (p. 21). 

This basic situation sets inescapable limits to the taxing power of 
the state. Taxation, Schumpeter insisted, must not destroy the incentive 
function of incomes on which the functioning of the economy depends. 
Wherever this incentive is impaired, tax yields are likely to decline as 
tax rates rise. This is true of both indirect and direct taxes, but according 
to Schumpeter—who here refines an otherwise familiar argument— 
it is particularly true of entrepreneurial profit, which is the specific 
reward of innovation, and which constitutes the most vital form of 
income in a free enterprise economy. This profit can be overtaxed only 
at the peril of stagnation. Entrepreneurial profit is distinct in principle, 
however, from interest on capital, premiums of risk, and wages of 
management, with all of which it often is confused, but all of which 
can bear higher burdens with less danger. Land rent and monopoly 
profits can safely bear still higher taxes, but even these “ideal” tax 
objects are limited in extent and yield. Finally, state-owned enterprises, 
so long as they do not make up the bulk of the economy, and thus 
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are still conducted within the framework of a free enterprise economy, 
must copy the data and methods of private firms. They cannot yield, 
therefore, substantially more income to the state than could be obtained 
by their taxation under private ownership (pp. 24-31). 

Schumpeter’s discussion of these problems is classically lucid and 
incisive. He gave here in 1918 a clear-cut distinction between the super- 
ficially similar but essentially different institutions of “state capitalism” 
and “socialism,” which were to cause so much confused discussion in 
subsequent decades. 

The financial limits upon the capabilities of a tax-collecting state are 
thus much more severe than they would be upon those of a socialist 
economy. The establishment of the latter, however, would require accord- 
ing to Schumpeter a basic change in the popular will and the political 
power behind it, leading to a growing allocation of economic means 
to purposes for which they had never been accumulated by private 
individuals. This would require ultimately a change in the basic culture 
and in the prevailing motivations for economic activity. Such basic 
changes could occur and drive the tax-collecting state beyond the edge 
of breakdown; but neither World War I nor any other war seemed 
likely to Schumpeter to produce any such result. 

Particular states might go bankrupt, but the institution of the tax- 
collecting state, Schumpeter felt certain, would survive the crisis of 
1918, just as it had survived and grown during the wars and bankruptcies 
of four preceding centuries. Even the Bolshevik revolution, Schumpeter 
wrote in 1918, was certain to lead to the early restoration of the tax- 
collecting state (p. 34)—an odd prediction that was to find some partial 
confirmation in Russia’s temporary “New Economic Policy” a few years 
later. 

Even in Austria, the weakest and most impoverished of states, the 
tax-collecting state could liquidate the monetary costs of the war and 
start the recovery of the production of goods and services by private 
enterprise. War expenditures in real terms, Schumpeter argued, would 
be substantially completed by the end of hostilities: as after a fire, the 
physical damage would be done. All that remained would be the 
monetary claims left by the Austrian war policy of paying for goods 
and services not out of higher current taxes—as had been done to some extent 
in England—but almost entirely out of war loans and inflated currency. 
These inflated paper claims, however, could now be retired by means of 
a property levy, and recovery resumed on a sounder basis (pp. 35-51). 

The essential task of any postwar recovery, as Schumpeter saw it, 
was “recapitalization’—the rebuilding of the depleted and undermain- 
tained stock of capital goods and productive equipment. This required 
essentially a reduction or deferment of current consumption claims in 
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favor of capital goods which would produce consumer goods and 
services only in the more distant future, and thus an essentially unpopular 
task of saving imposed upon the community as a whole (p. 53). Much 
of Schumpeter’s argument here has remained pertinent to some of our 
present-day discussions not only about postwar recovery but about the 
economic development of underdeveloped countries, and about the com- 
parative economic growth patterns of different countries in the Free 
World and behind the Iron Curtain. While an able contemporary 
writer such as Samuel Lubell clearly distinguishes only between “guns” 
and “butter,”* i.e., between military and civilian end products, neither 
of which contribute directly to subsequent production, Schumpeter in 
1918 stressed the critical importance of capital goods, which cannot be 
classed as either “guns” or “butter,” but which can be used to produce 
at a later time goods and services of either kind. 

In the Austria of 1918 this task of saving and recovery could best be 
carried out, in Schumpeter’s view, by private enterprise. Such enterprise 
had always succeeded in accumulating and concentrating resources for 
investment; and it alone had the experience and skill—and, Schumpeter 
hinted, perhaps the “desperate energy”—needed to obtain necessary raw 
materials in a competitive world market (pp. 54-56). 

In the conclusion of his essay, Schumpeter epitomized a highly per- 
sonal philosophy of social evolution. The “concrete historical moment” 
of 1918, he felt certain, was the moment of the business class. “They 
can do,” he said, “exactly what must be done now.” He reminded his 
socialist opponents that “it is the first precondition for a socialist common- 
wealth that capitalism has done its work, and that there exists an 
economy saturated with capital and rationally organized by the brains 
of entrepreneurs, so that we can face with equanimity the slowing down 
of merely economic development, which is inevitable under socialism— 
for socialism means the liberation of life from economics, a turning 
away from economic problems. This hour has not yet come. The war 
has deferred it.... But that hour will come. Gradually private enter- 
prise will lose its social meaning through economic development, and 
through the widening of the orbit of social sympathies concomitant 
with it... . Society is growing beyond private enterprise and the tax- 
collecting state, not because of the war, but in spite of it” (pp. 57-58). 

In this characteristic extrapolation of economic and psychological trends 
from past history, Schumpeter sketched a challenge to both Marxism 
and laissez-faire, and indicated something of the approach that would 
lead him many years later to write his book on Capitalism, Socialism and 
Democracy. His conclusions of 1918 may find few champions today. 





_ £Samuel Lubell, The Revolution in World Trade and American Economic Policy (New York: 
Harper, 1955), pp. 110-23. 
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Socialism now seems less gradual and less inevitable, even in the eco- 
nomically most advanced countries. None of these countries, including 
the United States, seems today much more “capital-saturated” than it 
did forty years ago. In many underdeveloped countries, on the other 
hand, private businessmen as a group have failed to display that accumula- 
tive thrift, innovating enterprise, and “desperate energy,” which Schum- 
peter ascribed to them. In his view of economic institutions, Schumpeter 
remained on the whole most closely within the orbit of the ideas of 1918. 
It was in his perceptions of the functional requirements of economic 
growth that he went furthest beyond them. Particularly in this latter 
field, some of the questions and methods of his essay still offer to students 
of economic development a major opportunity for fruitful discussion and 
research. 


II 


The second essay in the book, “On the Sociology of Imperialisms” 
(pp. 72-146) presents the thesis that imperialism is essentially the conduct 
of a military policy of aggression, expansion, and conquest, under the 
domestic political pressure of a military establishment—a “war machine”— 
which may owe its origin to quite different conditions, such as a war 
of defense or independence, but which, once established, dominates the 
further political and military decisions of the state. Thus Schumpeter 
found an imperialistic period in the history of ancient Egypt, during 
which “war became the normal condition alone conducive to the well- 
being of the organs of the body social as they now existed. . . . Created by 
a war for which it had been needed, the war machine then created the 
wars which it needed for its own purposes.”® These purposes are 
essentially the same at any time and in any country: once warlike and 
aggressive behavior patterns have been learned by the population, or by 
important groups, and once they have become embodied in important 
social institutions, then these patterns will be likely to be acted out in 
warfare, in large part regardless of the merits or profits of any particular 
war. 

Hence imperialism often has an element of apparent irrationality. 
“A sweeping will to conquest, with no definable limit, advancing into 
manifestly untenable positions—this is typical imperialism” (p. 89). Its 
warfare serves no rational goal except that of its own self-perpetuation 
as a going practice, and the perpetuation of the influence of its practitioners 
over the body politic. 

A conspicuous example cited for such imperialism was that of the 


5 Page 89. Schumpeter’s italics. The translations given here and elsewhere in this and the 
following section differ somewhat from the Norden translation, referred to in note 2, above. 
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ancient Assyrians. Their ceaseless attacks on neighboring peoples were 
caused, according to Schumpeter, not by economic or religious motives, 
but by a habit of large-scale hunting and warfare that had become for 
them both play and obsession. “Foreign peoples were the favorite game, 
and towards them the hunter’s zeal took on the shape of ferocious 
national hatred and religious fanaticism. War and conquest were not 
means but ends: this was imperialism stark and naked . . . .” A warlike reli- 
gion is thus a symptom of imperialism—such as that of the Assyrians, or that 
of Islam which Schumpeter discusses in this context (pp. 96-102)— 
rather than a cause. If it is popular then it must have expressed pre- 
existing needs and habits of the populations that accepted its first preach- 
ings. It is this social acceptability of their message that has distinguished 
the “true” from the “false” prophets in history (pp. 99-100). 

Later and more elaborate societies may overlay and rationalize the 
crude pattern of imperialistic behavior based on acquired habits and 
established institutions of warfare, but “in its innermost essence the 
imperialism e.g. of Louis XIV corresponds thoroughly to that” of the 
Assyrians. As to the imperialism of Rome, which had its most expansive 
period between the Punic Wars and the time of Augustus—the Caesars, 
according to Schumpeter in the main rather strove to preserve the 
empire that had already been conquered—we are offered this charac- 
terization: ir 

“The policy of this epoch . . . is the classic example of that untruthful- 
ness in matters of foreign policy—and, of course, in domestic affairs as 
well—which characterizes not only the avowed motives of action, but 
most likely already those motives of which the actor himself is aware. 

It is that policy which professes to strive for peace and unerringly 

produces war, the policy of perpetual preparation for war, the policy 

of ever-busy interventionism. No corner of the known earth, where 
there is not some interest injured or attacked. If these are not interests 
of one’s own, then they are those of an ally. If one has no ally, then 
some alliance has to be contrived. And if for once no interest whatever 
can be construed, then it is simply a matter of national honor. Always 
one is merely contending for some legal or moral right, always one 
is being attacked by some evil-minded neighbor, always fighting for 

mere breathing space. The world abounds with enemies, and it is a 

matter of plain duty to take measures in advance against their undoubt- 

edly aggressive plans. . . . Even less than in the other cases discussed thus 
far can these wars of conquest here be understood in terms of concrete 

causes or objectives. .. . And since we are dealing here neither with a 

people of warriors, nor in the early stages, with a military despotism 

or an aristocracy of specifically military orientation, we can seek for 
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understanding only through the scrutiny of domestic political and 

social interests—through the question: who stands to gain? 

“Certainly not the Italian peasant... . The situation of the Roman 
proletariat was different. It did indeed get much of the booty... . But 
the existence of this proletariat, in such large numbers, as well as its 
political importance, in turn were themselves the consequence of a social 
process that also explains the policy of conquests. ... The latefundian 
landowners were, of course, deeply interested in war. . . . The alternative 
to war was agrarian reform. ... [This] landed aristocracy .. . rested 
solely on control of the state machine. Its only protection lay in national 
glory, in the continual play with the necessities of foreign policy which 
remained a mystery to the citizen. 

“This does not mean that the individual Senator was always thinking 
of this entire situation when he pleaded for a new war. Men are never 
clearly aware of such matters. A precarious social structure of this 
kind merely creates a general disposition to look out for causes for 
war—causes often held to be adequate in good faith—and to turn to 
questions of foreign policy whenever the discussion of social problems 
at home becomes too insistent . . .” (pp. 108-9). 

The irony in Schumpeter’s language was obvious and deliberate, but 
it should not obscure the analytic power of his underlying concept. For 
imperialistic behavior was a function of domestic political and social 
structure rather than of rational objectives in foreign policy; then even 
explicit verbal professions of imperialistic policies would not be followed 
up by deeds to their ultimate consequences, if there was no domestic 
structure of powerful social classes irrevocably committed to warfare 
behind them. Thus, Schumpeter explicitly denied that English “imperial- 
ism” in the nineteenth and early twentieth centuries was either genuine 
or deep-rooted. On the contrary, after examination he dismissed the 
policies of the age of Cecil Rhodes and Joseph Chamberlain as a matter 
mainly of political histrionics and mere verbiage (pp. 75-87). This view 
is, of course, in striking contrast to that of Lenin who saw in England 
the country of imperialism par excellence, and who asserted that no 
ruling class would give up its positions without the extreme violence 
of revolution or civil war. But it is Schumpeter’s view of the super- 
ficial and shallowly rooted nature of British “imperialism” which seems 
to have found partial confirmation on an impressive scale by the non- 
violent retreat of British imperial power from India and Pakistan, as 
well as from Iran and Egypt, during the thirty-five years since Schumpeter’s 
essay was originally published. 

A few years before his death, Schumpeter was heard to disclaim all 
contemporary relevance for his own theory: it had ceased to be applicable, 
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he said, with the end of the nineteenth century, or at the latest with 
World War I. His listeners on that occasion were not certain whether 
he spoke jokingly or in earnest. A critical look at the theory today might 
suggest that it has several distinct implications which should be evaluated 
separately. 

First there is the suggestion that imperialism is simply atavism, a 
leftover of feudal and aristocratic patterns of behavior in an essentially 
peaceful business age. This view, which suggests that commerce some- 
how necessarily implies a more peaceful way of life, already was explicitly 
rejected by Alexander Hamilton in The Federalist papers; it does not 
look much more convincing now. And the warlike and expansive 
policies of modern totalitarian dictatorships show few if any major ties 
to the aristocratic militaristic past of their countries; rather they appear 
to draw their main strength, political and military, from the new strata 
and regions to whom they brought gains in power, and from the new 
industrial and technological agglomerations which they have constructed 
or enlarged. A theory of militarism or imperialism as a kind of simple 
atavism would indeed be almost irrelevant for understanding the poten- 
tialities for imperialistic behavior in our time. 

However, Schumpeter’s theory has a second and more dynamic impli- 
cation. Whenever new social changes create a set of military habits, 
politically influential groups or classes, and important social institutions, 
all dependent for their continued functioning on sustained, policies of 
warfare or at least war preparations, there the pattern of seemingly 
irrational imperialistic behavior—in the crude Assyrian or the more 
polished Roman manner—may come to be acted out all over again. 
Where such warlike habits and institutions have once again been devel- 
oped, rational discussion of aims of foreign policy might once again 
come to be beside the point. Only domestic changes in the distribution 
of economic and political influence and in popular habits of political 
behavior might then be able to deflect or reverse the drift to unending 
armed conflicts. Since institutions of authoritarian government, vast state 
bureaucracies, military establishments, and military elites all may be 
formed under a wide variety of ideological pretexts and at any level of 
technology now known, eternal vigilance in domestic affairs may well 
be the price of a nonwarlike policy, just as it long has been the price of 
freedom. 

Just as habits can be learned, however, so they can be unlearned. As 
groups and institutions can harden into one pattern of interests and 
actions, so they can sometimes change toward the acceptance of new 
roles, new social functions, and new patterns of organization. This is 
a third, and perhaps most interesting implication of Schumpeter’s approach: 
where Marx stressed the aspects in which he believed the social classes 
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in different countries to be essentially alike, there Schumpeter stressed 
the way in which investigation shows each social class in one country 
to be significantly different even from its closest opposite numbers abroad. 
Some classes learn easily, others hard or not at all. Some classes or elite 
groups readily take over new social functions, where others resist all 
change. Some elites prosper by adaptation, others perish in defiance. 
Schumpeter’s own remarks on the broadly recruited, adaptable, and 
relatively nonmilitaristic nobility of England, in contrast to their more 
rigid brethren on the continent, have been borne out by a flow of sub- 
stantial, though presumably as yet incomplete, research results, such as 
those by David Landes on the contrast between French and American 
enterpreneurs. On this level, Schumpeter’s analysis of imperialism leads 
to the analysis of changes in elite habits and elite structures, and of 
changes in the relationship of elites to the whole of the society in which 
they operate and on whose passive compliance or active consent they 
depend for their power. 





Ill 


There is thus an intellectual as well as a personal connection between 
Schumpeter’s theory of imperialism and his theory of social classes: the 
first leads to the second, and the second is already in part implied in 
the first. Schumpeter’s third essay in the volume, entitled “Social Classes 
in an Ethnically Homogeneous Environment,” was conceived by him 
in 1910. He worked long on it between 1910 and 1916, never ceased 
entirely to work on it until its elaboration in 1926 and its first pub- 
lication in 1927. He referred at that time to “the unevenness and incom- 
pleteness of this presentation, which contrast so regrettably with its long 
period of maturation and the amount of labor spent on it” (p. 147). 

It, too, is available in the same useful but somewhat simplified English 
translation by Norden and Sweezy, which was commented on above. 

According to Schumpeter, social classes are an objectively given fact 
in social and economic life, which should not be confused with such 
mere classificatory constructs of economic theorists as the owners of 
“land,” or “labor,” or “capital.” The confusion of these two concepts of 
class in much of the everyday usage of such terms as “landowners” 
is, to Schumpeter, a sure sign of inadequate analysis. The most clear-cut 
symptom of a genuine common class relationship among a number of 
families is the existence of the connubium, that is, the right of inter- 
marriage, among them, not merely in legal terms but as a matter of 
social expectations and actual probabilities. In addition to this criterion 
of the connubium, also mentioned by Max Weber, there is the matter 
of mutual understanding and communication among members of the 
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same class: “They are in closer association with one another; they under- 
stand each other better; they act more readily in concert; they close 
ranks and maintain barriers against the outside; they look into the same 
segment of the world, with the same eyes, from the same viewpoint, 
in the same direction. . . . Social intercourse within the class differs as much 
from intercourse across class lines as swimming with the stream differs 
from swimming against it.” The criterion of intermarriage and, we may 
add, of ease of social contact (Schumpeter does not use the word “com- 
munication” although he clearly refers to the process) “is particularly 
useful for our purposes, since we limit our study to the class phenomenon 
in a nationally or ethnically homogeneous environment, and thus eliminate 
the most important of all other obstacles to intermarriage” (pp. 152-53). 

Beyond the mere identification of classes by symptoms of this kind, 
Schumpeter’s analysis undertakes to answer four kinds of questions: 1) the 
nature of class, including its function in the life of the society; 2) the prob- 
lem of class cohesion; 3) the formation of classes and the causes of the 
existence, according to Schumpeter, of social stratification in all times and 
societies; 4) the specific causes and conditions giving rise to a concrete class 
structure at a particular time and place. 

Essentially, a class, for Schumpeter, is a gradually changing collection of 
families. “The family, not the physical person, is the true individual of class 
theory” (p. 158. Schumpeter makes it clear that he is referring to extended 
family, including more distant relatives.) Each of these families enters the 
class, or remains and rises within it, because of the special aptitude of its 
members to fulfill the particular social functions exercised by this class at 
that time. Fluidity, or permeability of class boundaries, and mobility within 
each class, are thus of the essence of the class phenomenon. Within each class, 
families rise or decline, enter or drop out, and it is the process which main- 
tains each class as the collection of those families most fitted by property, 
experience, connections—but mainly by aptitude and inclination—to play the 
roles and fulfill the social function from which their class derives its con- 
tinued existence. 

In the long run, a princely house will keep its rank only if it continues 
to excel in the arts of politics and warfare; and a family of bourgeois entre- 
preneurs will only retain its social position if they continue to be thrifty and, 
above all, enterprising. If a family of capitalists would actually behave as 
the Marxian theory suggests, that is, if they would merely copy the average 
behavior of their class, making average investments in the expectation of 
average profits to be realized by the exercise of an average effort at routine 
management, they would be, according to Schumpeter, on a slow but certain 
road to ruin. Like the average of such business families over a period of 
several generations, they would eventually be crowded out of business by 
fitter and more energetic newcomers to their class (p. 164). 
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Classes thus tend to outlast the changing sets of families that make up 
their membership at each particular time. Instances of the unchanged class 
status of a family for several hundred years are deceptively conspicuous, for 
they are extremely rare exceptions (pp. 170-71). Thus, while physical persons 
are born into particular classes, families are not, and they are characteristically 
able to cross class barriers by the same processes by which they rise or decline 
in status within each class. 

Not only the composition of each class, but also its relative position vis-a-vis 
other classes is continually changing. The class structure of every society is 
liable to change as the functions change which are required or rewarded by 
its environment, its technology, economy, or culture, or its political or mili- 
tary situation. The position of each class within the whole structure then 
depends on two groups of variables: the importance that is ascribed by the 
rest of the society to the particular social function which this class has been 
performing; and the extent to which the class continues to fulfill this func- 
tion successfully. As its previous functions become obsolete, a class will 
either decline in power, or else acquire new functions to replace—perhaps 
even with a gain in power and prestige—the functions lost or in decline. 
The prestige of the new social function, like that of the function previously 
exercised, will depend not only on its intrinsic “technical” importance, but 
also on the degree of more general social leadership that has come to be 
associated with it. 

Classes are thus essentially groups of families distinguished by differences 
in aptitude for the exercise of those social functions which have become 
“socially necessary” in a particular environment, and which are performed 
by this particular class, as well as by their aptitude for social leadership in 
the particular form and manner which has become associated with each of 
these functions. Class structure is then the ranking of these families accord- 
ing to their collective social prestige. It thus corresponds ultimately to these 
differences of aptitude, or rather to the congealing of all such acquired pres- 
tige, into entrenched traditions and positions which then present the appear- 
ance of an established class, secured above and beyond the individual. At 
bottom, however, all such entrenched social positions, and the aggregate 
social stratification resulting from them, have been created or conquered 
through the behavior of individuals and families based on differences in their 
aptitudes (pp. 204-5). Among these aptitudes, a kind of “central factor” 
involving will power, energy, and leadership talent for a wide range of 
different functions, is perhaps particularly important (pp. 207-10). 

Schumpeter’s theory is thus clearly dependent on our psychological knowl- 
edge of aptitudes and motivations. He was well aware that the psychology 
and anthropology of his time were not adequate to carry this burden, but he 
felt that the main points of his analysis would be secure even if future 
research should show that heredity had no significant part in the transmission 
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of aptitudes: established position, persistent prestige, and acquired training 
would still account for social stratification in terms of his theory (p. 209). 
Lacking adequate psychological data, Schumpeter fell back on common 
sense, his extensive knowledge of affairs, and on a brilliant analysis of the 
changing roles and membership of two social classes in Germany: the 
aristocracy from the early Middle Ages to the present, and the bourgeoisie, 
particularly the class of active businessmen, since the time of the Napoleonic 
wars.® 

These matters cannot possibly be discussed here, where we can try at most 
to get an impression of some of the bare bones of Schumpeter’s theoretical 
argument. Suffice it to say that his historical insight and penetration are out- 
standing: most of us can learn more even from disagreeing with Schum- 
peter’s judgments than from agreeing with those of a hundred mediocrities. 

Many of Schumpeter’s ideas are today a part of this or that particular re- 
search approach. We have a promising development of entrepreneurial his- 
tory; a sociologist like the late Robert Lamb used the family approach in 
his study of the American political and business elite; theories of economic 
development are now more popular than they have been for a long time. 
What some of these specialized activities lack, Schumpeter had in abundance. 
His sociological essays have a unity of viewpoint, a power of abstraction, 
a breadth of learning, and a certain elegance of thought that might well 
inspire and benefit much of our work today. For while parts of his program 
have thus been accepted, his essays still deserve careful reading as a con- 
tinuing challenge to contemporary historians, sociologists, as well as research 
workers and theorists in political and social science. 





IV 


If it was suggested above that even Schumpeter’s occasional wrongheaded- 
ness could be extremely stimulating and fruitful, it should be made explicit 
that the present volume contains evidence that Schumpeter sometimes could 
be very wrong indeed. 

The last essay in the collection, “The Social Structure of Germany,” was 
first published in 1929. It begins with a fascinating discussion of the relation 
of “national character” to social structure, and of the effects of changes in 
the latter on the former. Rarely has more been said on the theory of this 
topic more felicitously on a single page than by Schumpeter here (p. 215); 
it is to be hoped that anthropologists and others writing on national character 
will take a careful look at Schumpeter’s suggestions. 

From this theoretical start, the essay proceeds to analyze the social structure 
of Germany on the basis of the census of 1925. The result, viewed from the 


6 See pp. 172-73 and 183-201 for the former; and pp. 139-45 in the preceding essay for 
the latter. 
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vantage point of hindsight, is a striking mixture of insights and misjudg- 
ments. Schumpeter saw everywhere social peace and moderation: “The 
sphere of agriculture . . . is socially at peace” (p. 219). 

As for the German land-owning nobility, its economic difficulties were 
judged to be pressing, but its members had long failed to develop their 
political abilities, since their traditional roles had long been those of the 
soldier or the official, and had not included any significant leadership in 
their own right. 

Industrial concentration was found to progress, but only very slowly. In 
addition, the continuing partial staffing of German industry with rural ele- 
ments mitigates social problems and “stabilizes the social ship. It helps. . . 
to conserve existing states of mind, and it explains why . . . genuinely revo- 
lutionary ideas are held only by a negligible minority of our population” 
(p. 220). The artisans had found a niche in the industrial economy where 
they could make a living, “and they have learned accordingly to abandon 
the sharply anti-capitalistic attitude which they had held until the early 
2oth century” (p. 221). However, small merchants have a less favorable out- 
look; some proletarianization and radicalization of the lower middle classes 
must be expected in many instances (pp. 221-22), and the influence of the 
solid middle class with its traditional ethics of industry and thrift was 
bound to decline still further (pp. 221-22). 

The large industrialists lacked number, prestige, and tradition to supply 
leadership in politics, or in cultural and social life. Since the aristocracy, as 
pointed out earlier, could not supply it either, “the Germany of today (1929) 
has no leading class at all” (p. 222). 

In contrast to this failure of the upper classes, German industrial labor 
formed the largest and best organized group, as well as the strongest element 
of political power in the country. “Despite all antagonisms of culture, reli- 
gion, and interest, labor is unmistakably coalescing into a single homoge- 
neous mass.... And... the political weight of this mass must steadily 
increase. ... What our workers are actually striving for ... is a lower 
middle class existence, secured through social policy. ... [Thus social] 
pacification will come in the end” (p. 223). 

The greatest increase among all the classes between 1882 and 1925 was 
that of the “intellectuals’—a term in which Schumpeter included clerical and 
white-collar personnel. He expected the gradual merging of all such groups 
into a single class whose social and political attitudes appeared as yet un- 
certain, but whose outlook was in any case likely to be that of the salaried 
expert: “The world of the future will be undoubtedly a world of bureaucracy” 
(p. 225). 

As his conclusion from this survey, Schumpeter stressed “the very great 
and possibly still increasing stability of our social conditions. For any fore- 
seeable time there must be an overwhelming majority opposed to any extreme 
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course in whatever direction. . . . In no sense, in no field, in no direction 
are there any strong swings, surges or catastrophies likely to occur. A terribly 
frustrating situation for any white-hot will to shape political and social life— 
but it is certainly not a bad framework for other kinds of achievement” 
(p. 225). 

One year later, North German peasants began to toss bombs into tax 
collectors’ offices; unemployed youths started to flock to Nazi and Com- 
munist meetings; the National Socialists became the strongest party in the 
German Reichstag, and their brown-shirted storm troopers began parading 
everywhere. Three years after that, Hitler was dictator of Germany. 

Had Schumpeter been unaware of what was happening almost before his 
eyes? Or had he asserted his faith in the statistical evidence for future mod- 
eration as a gesture to reassure himself or others? Had he never asked what 
an economic depression might do to the social structure he had described? 
Or, while somehow overlooking what was in front of him, had he yet un- 
covered some long-range forces that might render the German electorate 
for a long time resistant to Communist extremism, and potentially partial to 
the kind of moderate economic and political course that was to prove again 
successful under the Adenauer government after World War II? 

We cannot ask him any more. We can only thank his publishers for having 
given us so much of his living thought in so slim a volume. 

Kart W. Deutscu, Massachusetts Institute of Technology 





WILSON’S HISTORY OF UNILEVER: A SIGNIFICANT 
CONTRIBUTION TO BUSINESS HISTORY * 


An unusual amount of praise has already been bestowed on the book 
under review and, as I think, rightly so, for it is one of the best performances 
in the field of company history. This is remarkable, for the author hails from 
the British Isles, where, in contrast to the United States and Germany, the 
subject has been neglected up to the present. Moreover, he is not a spe- 
cialized business historian. His broad outlook, however, compensates for his 
lack of knowledge of the intricacies of business which one meets at some 
points of the presentation. The reader enjoys the further advantage of meet- 
ing an author articulate on fundamental questions. In advance one is given 
the philosophy of history that underlies the book and the methological inten- 
tions which prompt the presentation, so that achievement can be compared 
with goals. The author aims at steering a middle course between narrative 
and analysis. However, the book is essentially a narrative. Analysis would 


*The History of Unilever: A Study in Economic Growth and Social Change, by Charles 
Wilson. London: Cassell and Company, 1954. Two volumes. Pp. xx, 335 + 480. 45/-net. 
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have demanded treatment by topics, whereas Mr. Wilson chose treatment 
by time periods. 

The volumes are masterfully written in the best tradition of British his- 
toriography. Without cheap sensationalism, the work reads in many long 
stretches as though taken from a historical novel. 

The first volume is essentially the story of how Levers was transformed 
from merely one of a number of soapmakers to being, first of all, primus 
inter pares and, later, by a process of horizontal integration, the controlling 
element in a complex of British soap concerns and in a chain of dependent 
companies in Europe, America, and the Dominions. Vertical integration, 
paralleling this process, was aimed at augmenting the supply of raw mate- 
rials. It took the firm into projects in West Africa, the Belgian Congo, and 
the Solomons in the Pacific. Expanding still further, Lever personally ac- 
quired and developed a number of business ventures not connected in any 
way with his soap enterprise, and unloaded them on the latter when they 
presented severe difficulties after World War I. All this is told as a story of 
business statesmanship rather than one of business enterprise. 

The trained economic historian will be aware that on the level below this 
statesmanship lies the daily humdrum of a successful business, of manage- 
ment in the strict sense of the term. We learn very little about it here, as 
little as we learn about the very complicated organizational structure of the 
concern. This is meant as a word of warning to the lay reader, not as a 
criticism of the book. The latter would have grown to unmanageable pro- 
portions had this aspect found such treatment as we expect to find in the 
better company histories that deal with less gigantic enterprises. 

However it must be said at this point that other more important aspects 
of business also fall by the wayside. There is no balance sheet analysis; none 
is given even for the largest enterprises at the time of their acquisition; nor 
is there any attempt at presenting consolidated balances. A critical episode 
in the history of one of the Dutch enterprises (treated in the second volume) 
remains unintelligible for lack of such analysis. Moreover the financial policy 
of the enterprises discussed remains unexplained. While some aspects of 
business statesmanship are treated masterfully, financial statesmanship re- 
mains outside the author’s consideration. Nothing is said about the tech- 
niques used by the concerns in floating their securities, and we do not learn 
at what point they went to the capital market. Did they first run into float- 
ing debts and cover them by the proceeds of issues as did pre-World War I 
German corporations, or did they go to the capital market prior to and 
instead of first incurring a floating indebtedness? One gets the impression 
that financial statesmanship was not of the highest in any of the enterprises 
discussed, save perhaps Schichts. 

Again this pointing to omissions is not intended as criticism of the author. 
Mr. Wilson is probably as well aware of them as is the reviewer. What we 
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actually have here is probably the problem of business history. Business his- 
torians usually work on the basis of privately owned records of going con- 
cerns which pay for the research and whose business interests are, of course, 
paramount. The more freedom that is given to the researcher, the more he 
must consider those interests. Specifically, as to the feasibility of writing the 
history of the last, say, twenty-five years of going concerns, I have already 
expressed grave doubts elsewhere. 

The second volume treats the Dutch Jiirgens and van den Bergh concerns 
and the Bohemian firm of Schichts. The two Dutch families began as butter 
traders, and, in the 1870’s, became pioneers in the production of margarine. 
As Lever’s enterprises and, incidentally, the Schichts’ pivoted around soap, so 
the Dutch firms pivoted around margarine. This is to say, all these concerns 
produced nondurable consumers goods, relied on the same raw materials, 
sold to the same kind of consumers. As a result the Dutch and Bohemian 
firms followed policies that led to horizontal and vertical combinations, as 
had the Levers, so that even prior to their ultimate merger all the enterprises 
had become very similar, regardless of the different starting point. 

It must have been exceedingly difficult to plow through the welter of 
transactions concluded by the Dutch firms, but Mr. Wilson and his team 
succeeded in grasping them completely and in presenting them satisfactorily 
to the attentive reader. Here too, however, certain aspects of the story remain 
in the dark. On page 140 of Volume II we learn that the van den Berghs 
carried £656,000 as good will in their balance sheet of 1909. To understand 
the situation and the spirit behind the policy of the concern, one would need 
to know when and how this item came into existence. Mr. Wilson tells us 
that the subject was a very touchy one for a time: mentioning it in public 
just once cost the chairman his job! Here again the problem of business 
history makes its appearance. The reader of good company histories can 
expect accurate information, but hardly ever a complete picture; and the 
problem resolves itself into one of goals and the philosophy of history. Do 
we expect information or, at least in principle and aim, the total picture 
of structures? Elsewhere I have stated my conviction that when writing a 
company history an author should make clear for what period of that his- 
tory he was free to aim at a complete picture and for what period he could 
present only selected information. 

In his second volume Mr. Wilson describes in detail the introduction of 
margarine into the various national markets, so that the reader may know 
the background of the development of the enterprises concerned. On the 
basis of his material and my previously acquired knowledge, I have come to 
conclusions somewhat different from Mr. Wilson’s. It seems to me that one 
must distinguish more clearly between periods in time and between different 
national groups. From Mr. Wilson’s own presentation I take it that in 
England margarine originally replaced no foodstuff except perhaps treacle. 
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As the real income of the workers increased, margarine came into their diet 
as an additional item. 

By contrast, in France, Holland, Denmark, and the United States, mar- 
garine competed with butter from the outset. In Germany the situation was 
still different; there margarine competed originally with lard and fat bacon. 
In Eastern and Central Germany, the Schmalzenstulle, a thick slice of white 
rye bread spread with lard, was a standard item in the diet of the lower 
classes. Figures of the German margarine production and consumption 
would have meaning only when compared to corresponding figures for lard 
and bacon, and such data may not exist. The story for Austria is similar, as 
Mr. Wilson states. 

Consequently, in the first phase I would expect at least three distinctly 
different patterns in the introduction of margarine. But the first phase seems 
to have been followed by a second one. After World War I margarine had 
so improved that upper income strata began using it in place of butter for 
cooking and baking. The demand elasticity for margarine was evidently 
rather different in the two periods. Temporary miscalculations of some pro- 
ducers who sold simultaneously in various national markets may have been 
due to lack of awareness of the complicated situation. 

Mr. Wilson’s book is not only the story of enterprises; it is also that of a 
set of outstanding businessmen. With a few strokes of his pen, Mr. Wilson 
brings these men to life. His main hero, William Lever, moves and breathes, 
as do some of his supporting players, as well as some of the Continental 
figures. (See, for example, II, 72, 78, 100.) In private conversation Mr. Wilson 
explained that Lever shared certain traits with Sir Winston Churchill, on 
whose staff Mr. Wilson had worked during the recent war. His experience 
with one man of that type enabled him, he believed, to understand another. 

Lever, later Lord Leverhulme, was really a fascinating man, a great 
“entrepreneur” in the Schumpeterian sense, a creative business leader 
both in the primary and derivative meaning, and a builder as well. His 
dynamism must have been immense, and must have compensated for many 
a less desirable characteristic. Wilson’s second volume gives the reaction of 
one of the Continental business leaders to whom Lever seemed a rather 
“tough” customer. The son of an unimportant wholesale grocer, Lever was 
emotional and shy; in the only serious crisis of his life he was haunted by 
fear. An autocrat, he so financed his concern that he alone provided the 
risk capital and therefore was in complete control. Mr. Wilson says some- 
where that Lever never learned to delegate authority; actually he delegated 
management, but not entrepreneurial functions. That is, he himself made all 
the major and many of the minor strategic decisions. In some respects, but 
only in some, the relationship of the elderly man to his top-management 
team is reminiscent of that between the elderly Morgan and his team. 
Criticism was neither expected nor desired. In fact, Lever rushed into enter- 
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prises with the same naiveté with which Tom, Dick, and Harry once rushed 
into gold and today rush into uranium mining. In one case his chief financial 
officer resigned in protest over an unwarranted capital increase. Such behavior 
was not as uncommon even among true business leaders as economists and 
historians, let alone the public, might have expected. Mr. Wilson cites a 
case in which one of the Dutch margarine firms acquired an enterprise for 
a particular purpose, and only then discovered that it could not serve that 
purpose because bound otherwise by contract. 

In general, the uninitiated reader will find on almost every page that busi- 
ness is not that rational affair that nineteenth-century economists and the 
general public have believed. (To be sure, the expectation theory helps 
theorists to see more clearly today.) Business was life and adventure for 
Lever, as for many other great business leaders; profit maximization was 
certainly no decisive factor in his motivation. His inclination to plunge into 
new ventures was probably due to his reliance on an extraordinary intuition, 
which bore good fruit, as in his selection of Port Sunlight as the location of 
his enterprise. 

Lever had a fertile and creative mind. He was most successful when he 
developed and brought to completion his own notions, but he also picked 
up ideas in his wide travels over the globe, and transferred and disseminated 
them. Advertising techniques were brought from America into England 
and thence to other countries which he visited. The idea of soap flakes seems 
to have migrated through him from Germany to the British Isles. The eco- 
nomic historian recognizes with some amusement that in his raw material 
schemes Lever, although without arithmetic formulation, hit upon what the 
statistician knows as King’s formula regarding the influence of a small sur- 
plus or deficiency of supply on the price of a given commodity. 

Since there are more books on banks or heavy industries than on companies 
producing consumers’ goods, Mr. Wilson’s volumes are of particular interest, 
filling as it were a gap in our knowledge. They show that advertising and 
sales policy, as one might perhaps have surmised, played a considerable role 
in the rise of this kind of firm in the last third of the nineteenth century. 

The elimination of middlemen, partly made possible through the progress 
of advertising, was of the greatest importance. Mr. Wilson sees this clearly, 
but I cannot agree with him on his interpretation of the beginnings of this 
development. On page 26 of Volume I he says, “In all these operations Lever 
tried to carry out the sound principle—enunciated by writers on business 
methods since the seventeenth century but seemingly an eternal novelty—of 
buying from the original producer, selling to the final consumer and elimi- 
nating middlemen’s profits.” This is how I see it: the length of distributive 
chains is a function of the prevailing technology of transportation and com- 
munication. When in consequence of the Industrial Revolution production 
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became more and more concentrated while the development of transporta- 
tion and communication for decades followed only with a time lag, the dis- 
tributive chains became longer and longer, and more and more middlemen 
were inserted, a process which continued until the last quarter of the nine- 
teenth century. Then transportation and communication began to catch up 
and the modern movement to eliminate the middleman started. It seems to 
me that Lever and the Dutch firms considered here were examples of this 
latter movement. Whatever the older business literature of the seventeenth 
and eighteenth centuries may say on the subject, the experience of the last 
quarter of the nineteenth century was, historically speaking, something quite 
new. It finally led to a shift of power away from the wholesaler, as Mr. 
Wilson describes so well. 

The story of Lever’s, but also of the Dutchmen’s, advertising and distribu- 
tion confirms what was known on the basis of earlier research. The astonish- 
ing thing is the total misunderstanding of the function of advertising, typical 
of its early users. It was considered merely as a means of attracting attention, 
not recognized as a mass-sales method, which corresponded to the mass- 
production methods of high capitalism. In spite of this general misconcep- 
tion, and with the assurance of a sleepwalker, Lever took one correct step 
after another in his use of advertising. I trust it is in this area where one 
should look for the source of his permanent success. The consistency with 
which he aimed at imperfect competition through brand advertising is 
amazing. Occasionally, however, he did make grievous mistakes when acting 
in accordance with those generally accepted ideas of advertising. He sud- 
denly stopped advertising and was very surprised that sales fell off. Once 
only good fortune, a price rise when he had large stores of raw material, 
saved him from disaster. Like other soap and margarine producers, Lever 
often used gift schemes, a very effective sales method because it benefits low 
income consumers. Of course, such a method also causes economic reper- 
cussions: gift schemes of margarine producers may harm the trade of local 
hardware and other such shops, and so be hated by all those who cannot 
follow suit. Moreover, in the beginning it was difficult to organize the 
schemes efficiently. Mr. Wilson seems to have been somewhat infected by this 
latter negative attitude. When he writes of this kind of advertising, the 
passages read as though they were in brackets preceded by a negative sign. 
But that implied value judgment is not justified. The negative attitude de- 
manded presentation and critical analysis. 

Let us come to a close by asking what the economic historian can learn 
from Mr. Wilson’s presentation which is the only company history I know 
which weaves the story of business enterprise from the warp of necessity 
and the weft of personal action. Objective factors, such as resulted in this 
case in trends toward large scale enterprise, horizontal integration, vertical 
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combination backward and forward, imperfect competition, and the like, 
are reflected in individual minds with results that in spite of all similarity 
are different indeed. Such is history! 

Specifically we can learn a good deal about the role played by communica- 
tion in industrial development, about business enterprise, and about entre- 
preneurship. As to business enterprise, we see family businesses in action, 
with all their advantages and disadvantages, and why they became untenable 
in the twentieth century. We get some insight into the different spirit pre- 
vailing in different enterprises both Gentile and Jewish which shaped their 
own histories and, in consequence, economic history. We learn much about 
what Veblen used to call jockeying for strategic positions. But while Veblen 
gave that term a negative connotation, Mr. Wilson shows that the policy 
behind it is indispensable strategy for large-scale enterprise. This positive 
view sees it as business statesmanship. In regard to enterpreneurship, we 
have already alluded to Mr. Wilson’s ability in sketching the characters of 
his men; and since he has done this more than once in his book, there is 
material to be used when the typology of enterprisers comes to be written, 
a task long overdue. The difference between nineteenth- and twentieth- 
century types is brought out very well: the strong self-willed autocrat as 
against the professional whose rise is a typical phenomenon of our century. 
Mr. Wilson joins those who are exploding the profit maximization myth, 
held by many if not most economists. Last, but not least, these volumes show 
that in business as in any other human endeavor there exists what the phi- 
losopher of history calls the heterogony of goals. 

Mr. Wilson’s book indicates how detrimental to good work was the 
American separation of business from economic history; while, on the other 
hand, his work may have suffered from the lack on his investigating team 
of a specialist in the American sense. In any case, this book is a “must” for 


students of certain aspects of nineteenth-century economic life. 
Fritz Repiicu, Harvard University 
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Political Prairie Fire: The Nonpartisan League, 1915-1922. By Robert L. Morlan. 
Minneapolis: University of Minnesota Press, c.1955. Pp. 408. $5.75. 


In these days when the Hayek influence seems to be tightening its grip on a 
vociferous group of American sycophants—those who go so far as to tell us that 
there never was a Robber Baron and that stealing a cow was justifiable if the 
thief later gave back a calf and a pound of butter—it is refreshing to read a book 
on a controversial subject where the author is perfectly uninhibited in his feeling 
of unabashed sympathy with the underdog, and who lights anew the fire of 
liberalism and tolerance. This is what Mr. Morlan has done in a superb fashion. 
When telling about the foul calumnies leveled at Arthur Townley and the 
Nonpartisan League—attacks even on their loyalty and patriotism—he does not 
shun the words “pseudo-patriotism” and “superpatriotism.” 

Townley was a rough-and-tumble fighter, who for a few years rose to heights 
of leadership and then slipped back to the mediocre status of a traveling salesman. 
His movement was a purely opportunistic one, borrowing from socialist philoso- 
phy but without the socialistic singleness of purpose, yet for a few years it suc- 
ceeded remarkably well in North Dakota, to a lesser degree in Minnesota, and 
with scattered effects elsewhere. Townley was a vivid orator of homespun 
proclivities. He could roll the farmers in the aisles with such a remark as “If you 
put a lawyer, a banker and an industrialist in a barrel and roll it down hill, 
there'll always be a son-of-a-bitch on top!” (page 208). 

If the author is sometimes a little weak on economic analysis and if he really 
believes that to get to the elections “farmers tied their clothes on their backs to swim 
across flooded streams. . . .” (p. 75) and still had dry clothes, he is to be for- 
given. This is primarily a book on politics, and the author is probably not a 
swimming instructor. 

By use of a few clothespins I was able to keep track of the excellent backnotes, 
mislabeled footnotes, but the index is so brief that it is hardly worth mentioning. 
For example, there was a strong League leader named Teigan and a renegade 
former leader named Teigen, who were constantly at cross purposes, and only 
Teigan gets into the little more than five pages of index. 

I could not write a review without pointing out a few vexatious matters, but 
I mean to say that this is still an excellent book. It is to be hoped that Mr. Morlan 
will write another one on the Farmer-Labor Party and that he will tell what 
finally happened to the reviving prosperity of the northern Prairie states. I have 
heard somewhere that in the dismal 1930’s North Dakota farmers got so poor or 
anti-intellectualism rose to such heights, or both, that the legislature limited the 
salaries of professors in the State University to $1,900, while overpaying the Presi- 
dent with the amount of $2,400. 

Frep A. SHANNON, University of Illinois 
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BUSINESS AND INDUSTRIAL HISTORY 


Edwin D. Morgan, 1811-1883: Merchant in Politics. By James A. Rawley. New 
York: Columbia University Press, 1955. Pp. 321. 


The subtitle of this book may be somewhat misleading. Of the 269 pages of 
text, barely a dozen are devoted to Morgan the merchant. Another 22 pages are 
given over to his early activities in connection with certain railroads in New 
York State; the remainder (and by far the major portion) of the book deals with 
Morgan’s career in local, state, and national politics. 

Born in a Berkshire village in Massachusetts, Morgan grew up in Connecticut. 
At seventeen he became a clerk in his uncle’s store in Hartford, where he 
quickly displayed a marked aptitude for business. Like so many ambitious young 
New Englanders of the day, his attention was soon drawn to the greater oppor- 
tunities offered by the City of New York. Joining the Yankee exodus to the 
metropolis, he entered the mercantile business with two other men from Hart- 
ford. In 1843, at the age of thirty, he organized E. D. Morgan and Company, 
“destined to be among the nation’s foremost import houses.” Although Morgan 
continued in control of this enterprise throughout his political career, Mr. Raw- 
ley (perhaps for lack of materials) gives us only the faintest glimpse of merchan- 
dising as it was carried on at that time in the nation’s leading commercial em- 
porium. 

Only slightly more illuminating is the author’s discussion of Morgan’s “ex- 
cursion” into the railway field. In 1849 he became the owner of 80 shares of stock 
in the Hudson River Railroad. In 1852 he became president of the road, not- 
withstanding the fact that he was then a member of the State Senate, before which 
body would come legislation affecting the interests of the railroad over which he 
presided. In his legislative capacity he was instrumental in defeating measures 
which would have proven detrimental to his railroad. Once out of the State 
Senate, he was evidently prepared to spend money freely to prevent the legisla- 
tors from enacting laws inimical to the road. With his retirement from the 
board of the Hudson River Railroad in 1857, Morgan’s brief railway career came 
to an end. 

The serious student of economic history need not be long detained by this 
book. But those interested in general political history will find much meat in the 
author’s exhaustive treatment of Morgan as a Whig-Republican politician in 
New York, as a Civil War Governor of the Empire State, and as United States 


Senator during the Reconstruction Era. 
James B. Hences, Brown University 


Broadlooms and Businessmen, A History of the Bigelow-Sanford Carpet Com- 
pany. By John S. Ewing and Nancy P. Norton. (Harvard Studies in Business 
History, Vol. XVII.) Cambridge: Harvard University Press, 1955. Pp. xx, 417. 


$9.00. 


The history of a corporation, by definition only a person in law, threatens to 
be a soulless or, at best, an impersonal study. In a world where individual human 
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qualities seem frequently to disappear before the inroads of mass forces blanketed 
under terms like “market trends,” “management decisions,” “Wall Street,’ and 
“labor pressures,” the fact becomes obscure that human beings comprise cor- 
porations; that human talents and ambitions, human jealousies and ineptitudes 
and human insights and generosities alone provide the impulses that direct cor- 
poration destinies. Slightly glum, in consequence, at the prospect of examining 
a business history dedicated to discussion, so the announcements read, of the 
“organization of management, . . . the provision for management succession . 

[and] the recurring nature of product decisions,” I am only less surprised than 
I am delighted to find Broadlooms and Businessmen a very human chronicle. 
To be sure, management problems are admittedly of great importance, affecting, 
as they often do, thousands of people in no position to offer solutions. Anyone 
ever exposed to the troubles corporation officials must meet will recognize the value 
of learning from the experience of others, if thoughtfully and carefully analyzed. 
But however useful, the lessons would still be burdensome to study were they 
presented minus the individual personalities who make and break businesses. 

Fortunately, John Ewing and Nancy Norton have interlarded their pages with 
vignettes of the men in the succession of companies which have made up the 
Bigelow-Sanford Carpet Company. Amid the passages dealing with technicalities 
of weaving and marketing carpets, with the financing of plant expansions and 
the hiring of hands, the character of the men who made the decisions emerges 
in every era. Oddly enough, since logic suggests that personalities would assume 
greater significance in the days of smaller enterprise, it is in the second half of 
the book, covering the years from 1914 on, that individuals stand out most clearly. 
Perhaps the answer is that the record fades, once living memories cease to renew 
it. And though Erastus Bigelow, the inventive genius whose power-driven carpet 
looms were a principal element in the success of this American industry, remains 
indistinct compared to James D. Wise, the lawyer who became president of the 
company in 1944, doubtless most readers will prefer acquaintance with present 
rather than past leaders. 

In addition to portraying businessmen, the study gives an illuminating picture 
of changing conditions in the specialized field of carpet manufacture primarily, 
but to some extent also in the broader realm of the entire American woolen tex- 
tile industry. Numerous tables and appendixes supply specific data. Moreover, as 
the editors of the series promise, nothing points to any attempt on the part of 
company officials to suppress or gloss over any uncomfortable findings of the 
authors. Finally, skillful handling of the main themes contributes to an under- 
standing of problems that not carpet makers alone but every big industrial con- 
cern must face sooner or later and must resolve as best it can. 

Constance McL. Green, American University 


The Big Business Executive, The Factors that Made Him, 1900-1950. By Mabel 
Newcomer. New York: Columbia University Press, 1955. Pp. xii, 164. $4.00. 


This very interesting work continues the line of socioeconomic studies of Amer- 
ican business leadership pioneered by Taussig and Joslyn, Miller, and Cochran. 
Miss Newcomer has set herself the task of analyzing the changes during the 
last half century in the top leadership of American business. She is concerned with 
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such matters as origins, family backgrounds, education, types of work experience, 
paths to leadership, influence of family wealth and position, age at election to 
leadership and at retirement, and attitude toward financial rewards and other 
incentives. Her objective is thus to draw on a statistical foundation revealing por- 
traits of the top executives, considered collectively, and to comment on the im- 
porant trends so revealed. This she succeeds in doing very successfully. 

The study is concerned with three generations of executives, namely those of 
the “trust era” of about 1900, those of the now bizarre and somewhat disgraced 
“new era” of about 1925, and finally those of our own time, about 1950, 
which the author evidently regards as the age of professional management. The 
officers studied are the chairmen and presidents of the largest industrial, railroad, 
and utility companies of each period. The numbers involved are substantial: for 
corporations 214, 238, and 428 in the respective years, and for executives 284, 319, 
and 863. For each officer a questionnaire was completed either from biographical 
sources or by direct contact. The questions asked are significant, and the commen- 
tary is valuable. 

The general thesis is that management is becoming more professional in 
character, and that there are many elements of strength in this trend considered 
from both private and social points of view. The earmarks of professionalization, 
according to the author, are (1) increasing higher education among executives, 
(2) increasing appointments of educated and trained people and decreasing em- 
phasis on inheritance and purchase of top positions, (3) the development of a 
code of ethics, and (4) the emergence of recognized routes to the top involving 
long apprenticeship and gradual rise in status primarily on a basis of merit. She 
might have added to the list the development of an interest in research and in 
the improvement thereby of the profession. She regards her data as clearly 
showing strong trends in these directions. 

The statistical profile of the 1950 executive is particularly interesting. “The 
typical executive of 1950 is a native American, the son of an independent business- 
man. His family’s income was moderate. . . . His parents managed to put him 
through college. . . . Upon graduation he obtained a full-time job with no as- 
sistance from his family. . .. While relatively young and inexperienced he 
obtained a minor position with the corporation he eventually headed, and he 
gradually worked up, through operations or production, to a vice-presidency, 
from which he was promoted to the presidency at the age of fifty-two. Although 
he had specialized professional training, he never practiced independently, nor 
has he at any time run a business of his own as his father did. He is a business 
administrator—a bureaucrat—with little job experience outside his own corpora- 
tion. His investments in his company are nominal—less than .o1 per cent of 
the total stock outstanding. . . .” This man is obviously very different in train- 
ing, and background, from the independent entrepreneur, promoter, and financier 
so common in the leadership of 1900, and even from the sons of these men. At a 
time when much thinking is still founded on concepts of business leadership 
stemming from the lurid activities of some of the “captains” of the turn of the 
century, or even from the operations of the often clumsy, irresponsible, and 
uneconomic semiprofessionals of the “new era,” Miss Newcomer has done eco- 
nomic historians a service by carefully outlining the very significant changes 
occurring in her period. 
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Some of the findings will also be of interest to educators in collegiate schools 
of business. She notes that education is rapidly becoming a requirement for big- 
business leadership, and hence that, in terms of later success, “a college degree has 
become more important than great wealth, and easier to obtain.” There has also 
been a trend toward professional education among executives, especially in 
engineering and law, and a corresponding decrease in the importance of general 
education. The shift from the pattern of advancement through one’s own inde- 
pendent business, so common around 1900, to careers based on climbing a 
specialized ladder is evidently the cause. In other words, the executive has in- 
creasingly been a good specialist before being a good generalist. As for professional 
education for administration itself, the author finds it too early to reach any 
conclusion regarding its value. The study also points to little superiority of one 
specialization over another, though within the firm, work in operations or pro- 
duction seems to have a slight edge. Of some note is the fact that there has been 
a decreasing tendency for firms to go outside to select their chief officers. All 
of this discussion seems to lead to the conclusion that the ideal pattern of prepa- 
ration for business consists of specialized training on top of a good general founda- 
tion, and that part way along in his career a good specialist has to be made into 
a good generalist. Miss Newcomer’s book should provide further valuable ma- 
terial for the controversies now in progress in American higher education. 

Joun G. B. Hutcuins, Cornell University 


Regularization of Business Investment. A conference of the Universities-National 
Bureau Committee for Economic Research. (Publication of the National Bu- 
reau of Economic Research.) Princeton: Princeton University Press, 1954. Pp. 
XXVi, 513. $8.00. 

Business Concentration and Price Policy. A conference of the Universities-National 
Bureau Committee for Economic Research. (Publication of the National Bureau 
of Economic Research.) Princeton: Princeton University Press, 1955. Pp. x, 


514. $9.00. 


These two books, as the titles indicate, are collections of papers given at two 
conferences under the programs of the Universities-National Bureau of Economic 
Research, that on Business Investment having been held in November 1951, while 
the Price Policy sessions were held in June 1952. The Business Investment studies 
were more concerned with the regularization aspects, and the reader was left with 
the pessimistic impression that private industry on its own could be expected to 
do very little toward cyclical regularization (unlike seasonal stabilization efforts). 
The other work gave more space to studies of the measurement of concentration 
in industry and various empirical studies of its influence, with about only a third 
devoted to price policy. 

This reviewer found the investment study more interesting, particularly be- 
cause of two long chapters, one by K. T. Healy on capital investment in railroads, 
and the other on the electrical utility industry by E. W. Morehouse. The economic 
historian, for example, could get many leads from the discussion of the life 
cycle of the Mikado-type locomotive, how its use gradually spread, and then its 
subsequent replacement. 

Actually, the book has scattered throughout it many threads that could be 
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applied to studies of earlier periods, particularly in the beginning of the growth 
of the industrial capital-using economy. The importance of earnings as a source of 
funds links investment, profits, and the business outlook. How significant was it 
for, say, 19th-century United States to have consumption more stable in its cyclical 
amplitude, but in absolute amounts fluctuating much more than did capital out- 
lays? Did investment precede (anticipate) demand, as it apparently does in 
large-scale industry today? Can innovations occur generally even in contractions, 
or only “highly-attractive” ones, such as the change to diesels by the railroads 
during the great depression of the thirties? Do companies accept the initial new 
model, or wait for later improvements, in order to gain a technical lead over 
those who do purchase first? And, of course, was there an awareness of the 
regularization need—“the profitless burden of stabilizing the economy”—in the 
pre-1930 years? These are only some of the lines for further investigation that 
the various authors discuss in the current setting. 

Business Concentration and Price Policy, while containing many technical 
sections on measurement of concentration and price inflexibility, may prove more 
difficult for the ecomonic historian to employ, for statistical data will probably be 
almost always insufficient, even for the years just prior to World War I. Even 
today there are many gaps and difficulties, as the discussion of the U. S. Census 
classifications, and the comparisons with the other Bureaus’ series, clearly indicate. 
In fact, almost any concentration measure—assets, proportion of sales, employees, 
etc.—would be impossible for most of the earlier decades of our development. Yet 
it would be interesting to know whether the greater regionalism before coun- 
try-wide transportation facilities extended markets really had as much concentra- 
tion as has developed on a nationwide scale during the past half-century. Perhaps, 
as some of the papers imply, the buyer today actually has more choice. 

A subject less dependent on precise and detailed statistics is the continuity of 
position: there may always be a few large firms, but are they always 
the same? Are Kaplan’s findings on the fluidity of the “upper echelons” during 
the past half-century also valid for earlier years? Was even early manufacturing 
monopolistically competitive in its pricing policy? What role did the merger play 
in the firm’s growth in the pre-trust building years? Perhaps the influence of 
industrial concentration on price rigidity has always been exaggerated, as Ruggles 
implies. Similarly, we may question the belief of orthodox economics about the 
economies of scale—perhaps even in the early days of the cost functions of various 
size firms were fairly similar, so that even the medium-size plant could stand up 
competitively. 

In view of the statistical paucity, the economic historian might find greater 
usefulness from papers such as those presented by Edwards and Machlup. The 
former discusses bigness as a source of power, including its various manifestations, 
such as discrimination, tie-in selling, and reciprocal favors; a lengthy analysis of 
various types of price discrimination is provided by Machlup. 

Of course, it should be understood that the value of the two books is not 
limited to the leads they provide. Both contain many interesting findings, only a 
sample of which can be mentioned here. Lintner and Butters cast doubt on the 
influence of taxes on concentration, the income tax, by restraining net earnings 
retained having retarded the growth of the smaller firms, while the capital gains 
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(and lower tax rate) possibility has aided the smaller company, since growth 
potentiality is greater there. The growing role of research, and its continuance 
even in recession, may help iron out the cycle by the greater regularization of 
capital outlays to develop new products. The total amount of assets involved in 
all mergers during the years 1940-51 was no greater than the earnings retained 
by manufacturing corporations in the single year 1948. The consumption function 
showed considerable instability all through the post-Keynesian period. The in- 
stability of private investment (for a limited group of companies) was unrelated 
to the stability pattern of their earnings. Except for the United States there has 
been virtually no attempt or thinking toward private stabilization of investment, 
while within this country the cultural lag among the rate-governing commissions 
may make it impossible for the utilities to stabilize outlays by building in ad- 
vance of requirements—the one group where predictability might allow for 
such action. These and many other observations should prove of interest to 
those concerned with the fields covered. 

The reader is aided by critical comments following each paper. Unfortunately, 
at times these may only confuse, if he is not very familiar with the material dis- 
cussed. He also will have doubts whether the suggested remedies are feasible, 
especially those aimed at private stabilization of cyclical investment swings. On 
the other hand he will welcome the review of current thought and work in areas 
he may not have had time to study. Probably his biggest disappointment will be 
in the relatively little space given to business concentration as an influence on 
price policy. 

Epwarp Marcus, Brooklyn College 


The Typewriter and the Men Who Made It. By Richard N. Current. Urbana: 
The University of Illinois Press, 1954. Pp. 149. $3.50. 


In this small but highly readable book Richard Current traces the early develop- 
ment of the first commercially successful typewriter. The scene opens in a small 
Milwaukee machine shop where a group of amateur inventors of varied back- 
grounds, in 1867, fashioned a clumsy contraption designed to replace the pen as 
a writing instrument. It embodied mechanical principles already familiar in the 
piano, sewing machine, printer’s type, telegraph, and clock. 

Among the many hands and minds contributing to the ultimate result, two in- 
dividuals stand out. Both were formerly crusading newspaper editors—at Kenosha 
and Oshkosh, Wisconsin. The fertile ideas and inventive skill of Christopher 
Latham Sholes clearly identify him as “principal inventor of the typewriter” whose 
name deserves equal rank with Whitney, Morse, and Bell in the roster of Ameri- 
can inventors. The second stage was dominated by the aggressive, persevering 
promoter, James Densmore. Unlike the inventor, Densmore was never satisfied 
that the device was mechanically perfect, and he prodded Sholes into overcom- 
ing hundreds of flaws which stood in the way of commercial realization. By 1871 
forty different models had been put together. Densmore’s inventive activities in 
connection with the tank car, which replaced wooden barrels in transporting crude 
oil, provided one of the meager sources of capital. 
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The interplay of the inventor and promoter forms the major theme of this 
book. For the economic and business historian the motivation, and the inter- 
weaving roles—and rewards—of the inventor and promoter are of primary in- 
terest. The activities of Sholes and Densmore, two incompatible personalities 
neither of whom could further the project without aid from the other, are dra- 
matically portrayed with admirable skill and illuminating detail. 

The original group of inventors and promoters were singularly deficient in 
organizing ability and other resources to capitalize on their invention. When 
debts mounted and no immediate returns were foreseen, the job of further im- 
proving and manufacturing the typewriter was given over, in 1873, to the Rem- 
ington plant at Ilion, New York. Sholes, Densmore, e¢ al. retained the basic 
patent rights. The subsequent complex pattern of production, marketing, finance, 
litigation, business organization, and appearance of rival machines is examined 
through the 1880’s. After 1885 the demand for typewriters, chiefly from business 
and government offices, exceeded supply. 

In a broader focus the discussion touches upon the social, economic, and tech- 
nical milieu which enabled Sholes and his associates to sense the market oppor- 
tunities and utilize the means of invention at hand. Also sketched is the dynamic 
role of the typewriter in shaping our contemporary civilization. The corollary of 
advancing civilization appears to be a more abundant verbiage—keeping records 
of everything, forwarding carbon copies, and improving all forms of communica- 
tion of thought. Without the typewriter, the harbinger of a host of office appli- 
ances which together comprise the “business office revolution,” the present size 
and complexity of business and bureaucracy would scarcely be possible. Not the 
least among the by-products of the typewriter were the vastly increased job oppor- 
tunities for women. In the words of Sholes, written in 1888, “It is very obviously 
a blessing to mankind, and especially to womankind. I am very glad I had some- 
thing to do with it.” 

The discussion appears to wander occasionally into extraneous tangents. The 
writing style is somewhat unique in that it tends to be colored by the source ma- 
terial. Discernible are the leisurely, sometimes whimsical and bombastic, tone of 
local newspaper editorials and correspondence of the past, the arid preciseness of 
Patent Office reports, the language of the businessman, and the presentation of the 
classroom lecturer. But readability in no wise suffers as a consequence. By research 
into hitherto unused correspondence between Sholes and his associates, Richard 
Current has lifted the veil of obscurity which surrounded the origin of the type- 
writer. This is a fascinating and worth-while piece of work. 

Frepertck W. Koxntmeyer, Columbia University 


Trucks, Trouble, and Triumph—The Norwalk Truck Line Company. By Wayne 
G. Broehl, Jr. (An Indiana University School of Business Report.) New York: 
Prentice-Hall, 1954. Pp. xiii, 228. $5.50. 


Although much has been written by American economic historians about the 
history of railroads collectively and individually in the United States, very little 
attention has been devoted to its motor carriers and highways. Yet the motor 
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carrier industry has certainly reached its highest stage of development in this 
country, and its all-pervasive competition has completely changed the economic 
position and business policy of railroads and of domestic water carriers. Since 
effective motor service is now in its fourth decade it is time that some studies were 
made. This sketchy but interesting history is a pioneer effort along this line. 

The Norwalk Truck Line of Norwalk, Ohio, is one of the important regional 
common carriers which grew up during the period since 1920. Its present operat- 
ing rights, which were slowly and painfully accumulated, now total some 4,300 
miles in the territory between Chicago and Pittsburgh. By 1952 it was second in 
tonnage among American common carriers of general freight in intercity service, 
and it was sixth in operating revenues. It then had 488 trucks, 827 tractors, and 
1,560 trailers, and employed some 3,000 persons, but it still had only 13 stock- 
holders. This firm is therefore a good example of a large, well knit, and success- 
ful carrier, and its prominence accordingly justifies the study. 

The work is also interesting from another point of view. In American trans- 
portation, trucking is almost the only place where small individualistic enterprises 
survive. Only in recent years have combinations with publicly held stock begun 
to appear. There is indeed much evidence that the motor carriers, like other in- 
dustries before them, are now at the turning point where control is passing from 
the hands of the individualistic founders to those of professional managers. This 
work therefore portrays vividly the problems of the first stage, but of necessity 
deals lightly with those now emerging. We find here an entrepreneur of the 
classic type, Mr. John F. Ernsthausen, a man with almost no formal training in 
administration, making the decisions and taking the risks to get the business 
going. Much has been written about this type of entrepreneur of other centuries, 
and it is therefore refreshing to find the same vigorous leadership portrayed so 
close to our own time. This is a work which will appeal to the friends of small 
business. 

Mr. Broehl’s book may be called half business history and half biography, but 
the mixture is not always felicitous. He has also attempted to write in a popular 
style. For example, some of the chapter headings are “Egg Crate Office,” “I 
was Pushed,” “Poke along with Hoke,” “Picking up the Crumbs,” and “Knights 
of the Road.” He presents a good deal of the drama of the classic American suc- 
cess story, including founding pains, successive crises, and finally the peace of 
assured success. It would be hard to deny that the classic pattern fits Mr. Ernst- 
hausen very well. Some readers will be attracted by this treatment. For me the 
drama has been played up too much at the expense of sober analysis. 

The work has numerous strong points and some omissions. The account of 
how the founder, then a produce dealer, drifted into trucking because of the 
unsatisfactory service of the local railroad is interesting and probably has been 
repeated elsewhere. The author also shows a sense of strategic matters in his care- 
ful tracing of the step-by-step addition of operating rights to make a viable sys- 
tem, especially during the critical thirties when the shape of modern trucking 
began to emerge. He devotes considerable attention to the firm’s problems before 
various commissions. The work would have benefited still more if some detail 
could have been given regarding competitors. He also devotes a great deal of 
attention to the problem of internal organization and managerial personnel, and 
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in particular to the strains created by the need of changing from direct and per- 
sonal control to a multioffice structure with administrative specialists. There is 
quite a complete description of operating practice in recent years, but without 
much evaluation. On the other hand, the book is largely silent regarding some of 
the controversial matters in the trucking business. On these either the manage- 
ment had no strong views or the author does not outline them. Among the topics 
which might have been treated are the relationship of rail and motor rates, the 
problem of vehicle leasing, intercarrier interchange and co-operation, and the 
firm’s ideas regarding highway expenditures and motor truck taxation. While 
the reader will find some commentary on these and other matters, the issues 
are not well set forth. 

To sum up, Mr. Broehl has given us a pioneer study of a motor carrier business 
as well as a biography of a successful small businessman. Specialists in Economic 
History and in Transportation will find much of interest in it, but they will also 
find many questions unanswered. It is unlikely to be regarded as a basic work 
in this hitherto neglected field. 





Joun G. B. Hutcuins, Cornell University 


The History of the National Association of Insurance Agents: Fifty-Eight Years 
of a Stabilizing Force in Insurance. By Walter H. Bennett, Cincinnati: The 
National Underwriter Company, 1954. Pp. 275. 


That trade association history can shed much light on the American economic 
experience is becoming more and more evident with every new study in this 
general field. The book under review clearly exemplifies this paint. The late 
Walter H. Bennett was not a historian but a lawyer by profession. Associated 
with the National Association of Insurance Agents for 32 years beginning with 
1920, he witnessed and often participated in momentous developments which 
formed the subjects of heated controversy. These he treated in interesting fashion. 

The author was a vigorous protagonist of co-operation as a means of checking 
the disastrous consequences flowing from a cutthroat competition which threat- 
ened the well-being of all engaged in the industry. He shrewdly observed that 
“Gf there has been any business on earth where the free play of competitive forces 
has run rampant, it has been in the insurance business” (p. 143). Unlimited 
competition was indeed not the boon envisioned by its ardent and often highly 
vocal supporters. 

Mr. Bennett prefaced his work with a brief survey of developments during the 
period from 1866, when the National Board of Fire Underwriters was organized, 
to 1896 when the NAIA, was formed. Many local boards, which set rates of fire 
insurance in widely scattered communities, were formed after 1866 under the 
aegis of the National Board of Fire Underwriters. A strong advocate of the local 
board, the author bestowed lavish praise upon it as an effective device “to pro- 
tect the public from fraud, misrepresentation, incompetence and sharp practices” 
(p. 159). Although the local board was restrictive in various ways, this was neces- 
sary, according to the author, to accomplish certain desirable ends. 

Mr. Bennett sketched, in perhaps too hasty a fashion, the progress of the NAIA 
from the date of its formation in 1896 to the year 1920 when he was first ap- 
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pointed to a post with the organization. He described the trade abuses arising 
from excessive competition which were instrumental in hastening the formation 
of the association. In self-defense against these insurance misdemeanors, the 
founders of the organization banded together. Originally formed by and for the 
benefit of fire insurance agents and brokers, the group in time also came to in- 
clude casualty and surety salesmen. 

From 1920 to 1952, the years when the author was associated with the NAIA, 
there is a fuller account of the group’s history. He analyzed the leading issues 
that faced him in the insurance business during these years. Of particular interest 
to and value for historians is his discussion of the U. S. v. South-Eastern Un- 
derwriters’ Association case, decided in 1944. As a result of this decision, insur- 
ance was adjudged to be interstate commerce, and hence subject to federal 
regulation. Although Mr. Bennett’s treatment of the issues involved is much less 
thoroughgoing than that of R. Carlyle Buley in his The American Life Conven- 
tion: 1906-1952, the former is to be commended for his refusal to join in the 
general consternation and panic produced in insurance executive circles by the 
decision and reflected in Buley’s work. The author remarked that “he was never 
able to get as excited over the S.E.U.A. case as some, because he believed that 
with some reasonable adjustments the business could continue to operate despite 
the obstacles” (p. 145). Subsequent events favored this viewpoint. Equally sage 
was the author’s opinion that the companies employed poor strategy in taking 
the case to the Supreme Court on the question of jurisdiction. He intimated that 
it would have been wiser for them to fight the charges of operating a monopoly 
and employing illegal practices. 

Of especial interest to the economic historian is the wholehearted adoption by 
the NAIA of the principle that whatever tends toward a better understanding 
with the public, the companies, and the agents must redound to the betterment 
of the business as a whole. The code of ethics adopted in 1929 by the association 
reflects this solicitude for the welfare of both the general public and those en- 
gaged in the industry. In this it is typical of the vast majority of American trade 
associations. 

The necessity for co-operation is another guidepost for the association. The pro- 
posed code of fair competition, worked out in conjunction with the representatives 
of certain companies, and with those of other trade associations, was filed with 
the N.R.A. Though it was never in force, the proposed code pointed up the fact 
that even as late as 1933, trade abuses, which had been the principal reason for 
the founding of the NAIA, were still an important factor in the industry. An 
example of successful co-operation is the educational work of the society. It has 
as its major objectives the elevation of insurance selling to the status of a pro- 
fession and the development of competent and socially-minded insurance agents. 
In this quest, the group collaborates with companies, with other trade associa- 
tions, and with educational institutions. In its educational objectives it has suc- 
ceeded in no small measure. 

The work is marred by stylistic defects and might have profited from careful 
editing by a professional writer. In spite of serious flaws in style, the poor arrange- 
ment of material which often is not in logical sequence, and the inclusion of 
irrelevant detail, the volume merits careful reading as a product of a man who 
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helped to shape events in his industry. He performed a valuable service in 
illuminating the major trends in the business. The economic historian can profit 
from this realistic account by a hardheaded and conscientious trade association 


official and lawyer. 
Harris Proscuansky, New York, N. Y. 


The New England Merchants in the Seventeenth Century. By Bernard Bailyn. 
(Studies in Entrepreneurial History, published in co-operation with the Re- 
search Center in Entrepreneurial History, Harvard University.) Cambridge: 
Harvard University Press, 1955. Pp. viii, 249. $4.75. 


This impressive study of the emergence of a native mercantile group is good 
old-fashioned economic history. Along with a comprehensive account of the 
growth of trade and commerce in early New England, it presents continuous 
and provocative side lights on the politics and culture of the Massachusetts Bay 
in particular, seen through the experiences and interests of its merchants. Always 
accepting Puritan religious aspiration as the basic factor in the New England 
experiment, it examines the effect of that doctrine on economic activity, and 
shows the growing impracticality of Puritan hopes for an economically isolated 
Zion. 

The record of business growth is presented with clarity and authority. The 
Eldorado of the short-lived fur trade attracted all manner of men, but the first real 
merchandisers were invariably persons with minor but significant English mer- 
cantile connections. Such international family and credit consciousness continued 
to be basic to the growth of New England commerce even after the emergence 
of a powerful native group of merchants. It was during the period of domestic 
upheaval in England, 1640 to 1660, that the New England commercial pattern 
became set. The growing needs of the London merchants (and the decline of 
West Country interests) encouraged the use of American correspondents to 
furnish the fish and stores necessary for the wine and West Indian islands trade; 
and these correspondents soon began to get into the sugar, rum, and slave traffic 
on their own. With the Dutch wars and developments following the Restora- 
tion, opportunities in privateering and imperial connections became known and 
new kinds of “big business” began, especially in Boston which far outstripped 
her neighboring ports as the entrepét of the English trade. 

Into this new imperial age came that grand inquisitor, Edward Randolph, 
who was at first something of a “unifying” force among the merchants as he 
went about stirring up trouble for the Massachusetts theocracy. A rub between 
imperial benefits and navigational restrictions began to appear shortly, however, 
and Randolph’s troubles multiplied. But an imperial view, in politics as well 
as trade, had definitely emerged, and the Massachusetts merchants (according to 
Mr. Bailyn) supported and dominated Dudley in 1686, and only turned against 
Andros because he preferred his own council and his own favorites. New England 
had come of age, but along with the new mercantile consciousness there had 
developed social differentiation and differences of interest among the merchants 
themselves. And few of the new merchants were of the old Puritan type. 

But even that Puritan type had been distressed from the beginning by the 
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conflict between business interests and spiritual authority. Mr. Bailyn interprets 
this as a conflict inherent in the social objectives of Puritanism, although he 
amply demonstrates its inner, personal tortuousness in the lamentations of the 
of the hard-fisted but devout and public spirited Robert Keayne—he left Boston 
its first town house—who bore the disgrace of public condemnation and a heavy 
fine for “overcharging” in 1639. 

From the beginning, too, Mr. Bailyn attributes a certain political latitudinarian- 
ism to the Puritan merchants, as, for example, in the case of Anne Hutchinson; 
also as regards the “Remonstrance” on the franchise in 1646 of Dr. Childs and 
his merchant friends (who were far from the insignificant characters of Palfrey’s 
account, although it should be remembered that the latter was primarily con- 
cerned with a Presbyterian “plot,” as Mr. Bailyn is not). As early as 1645 the 
“business-minded” George Downing had denounced persecution on the common- 
sense grounds that it “makes us stinke every where . . .” (p. 106). Such critical 
opinions as were subsequently held by “alien corn” merchants like Thomas 
Breedon are, of course, beside the point; but even in the third generation, one 
of the most appealing characters was that merchant and many-sided man of 
affairs, Samuel Sewall, who was a Puritan but no bigot. 

By the end of the century, Mr. Bailyn concludes, the powerful Massachusetts 
merchants had come to settle on three fundamental needs: to dominate the 
colonial councils; to control English officers in the colonial service; and to solve 
the currency problem. The last need points up a profound economic dilemma 
found in the Puritan communities throughout the seventeenth century. 

The Wilderness Zion could only have survived if it had remained isolated, 
or at least independent, in economic as well as political matters, aspirations which 
characterized American Puritanism from the first. To this end, following the 
decline of the fur trade, Puritan leaders eagerly sought economic self-sufficiency 
in industry. This failing, as in the iron industry (and probably because of price 
competition, not because John Winthrop, Jr., and others, with the aid of English 
capital, were not able to produce iron in impressive quantities), some means 
of remittance to pay directly or indirectly for imports was absolutely im- 
perative, whether in fish, lumber, or bills of exchange. The debtor situation 
could also have been eased by an adequate currency and “banking” system which 
would have partially relieved the colonists from the effects of their economic 
dependency. The merchants themselves wanted a “sound” currency. Mr. Bailyn 
significantly concludes his study with an account of the banking proposal of 
Captain John Blackwell in the 1680’s, a plan which failed only because some 
of the Boston merchants got cold feet when it came actually to subscribing capital. 
From then on the currency problem resolved itself into a political fight over 
inflation, the “country” party battling for what must have seemed to many persons 
to be a goal vaguely identified with the old Puritan economic dream. 

It all added up to a record of commercial achievement remarkable for the 
kind of place in which, as the Reverend John Higginson warned in 1663, the 
original intent had been for “a plantation of Religion, not a plantation of Trade” 
(p. 140). The distinguished Salem minister would surely have given tight-lipped 
confirmation to this scholarly story of how that intent was thwarted. Yet it is a 
suggestive footnote to that story, which Mr. Bailyn records in passing, that two 
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of the sons of this same minister themselves became important merchants, and 
that a daughter of his subsequently married a Boston merchant of even greater 
magnitude. 

With some of the interpretations in this book there is room for disagreement: 
for example the role of the merchants in the brief Dudley administration, and their 
ubiquitous relations with Randolph (whose character as here presented seems 
to me unduly blackened). As a specific contribution to our knowledge of who: 
the merchants were and how their interests and ideas grew, however, the value 
of this book is very great indeed. The notes demonstrate a wide use of printed 
and unprinted sources, with due reference to the work of Arthur H. Buffinton 
and other earlier scholars in the field. The investigation of Clive Day into 
Puritan ideology might have been cited, but it would not have altered the 
result much since Mr. Bailyn correctly gives no emphasis to the economic im- 
portance of the Puritan “calling” in America. And finally, the book is beautifully 
composed. 

Rosert A. East, Brooklyn College 


HISTORY OF ECONOMIC THOUGHT 


Economics and Liberalism—Collected Papers. By O. H. Taylor. (Harvard Eco- 
nomic Studies, Vol. XCVI). Cambridge: Harvard University Press, 1955. Pp. 
321. $5.00. 


In this collection, substantially all the previously published writings of 
Mr. O. H. Taylor of Harvard are presented chronologically. Their.original pub- 
lication dates extend over the period 1927 to 1952. These writings not only reflect 
“certain stages in the development” of Mr. Taylor’s “outlook, knowledge, and 
opinions,” as he suggests in the Introduction; they also establish his firm claim 
to a place among the creative American economists. 

Mr. Taylor is essentially an essayist and critic. He confesses to having spent 
a ten-year nonwriting period absorbed in an attempt to formulate “a history of 
and commentary on many broad developments of varieties—composite patterns— 
of philosophical and social, economic, moral, and political thought, from the 
systems of Plato and Aristotle down through all the history of the West to 
the present time.” The heroic scope of this effort indicates the breadth of Mr. 
Taylor’s interests. While this “great” book is yet to be written, the results of the 
reading, studying, and thinking in preparation for it are manifest in innumerable 
aspects of these collected papers. 

Viewed broadly, the contribution of Mr. Taylor’s writings is their demonstra- 
tion of the narrowness of concepts and the limited viewpoint which characterize 
much writing in the field of economics. In several extensive reviews of the works 
of outstanding economists he reveals the tendency of such writers to neglect 
the political, social, psychological, philosophical, and historical contexts of eco- 
nomic phenomena. Each piece of economic analysis and each economic policy 
problem has a settling in the milieu of these broad categories of human motives, 
actions, and searches for ideals, and means of attaining them. Only as economic 
analysis and economic policy-making take account of these settings will they 
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serve humanity proportionately to their potentialities. This thesis is documented 
over and over in Taylor’s writings. Its emphasis and documentation are contribu- 
tions of no mean proportions. 

WiuraM N. Loucks, University of Pennsylvania 


The Works and Correspondence of David Ricardo: Biographical Miscellany, 
Volume X. Edited by Piero Sraffa with the collaboration of M. H. Dobb. Cam- 
bridge, England: Cambridge University Press, 1955. Pp. x, 424. $4.75. 


Except for a general index of the whole work, Biographical Miscellany con- 
cludes Piero Sraffa’s monumental Works and Correspondence of David Ricardo. 
The biographical materials are of four types: the well-known “Memoir of David 
Ricardo” by one of his brothers, with addenda to the memoir; Ricardo in Busi- 
ness; a selection of family and private letters; and Ricardo’s “Journal of a Tour 
on the Continent, 1822.” No attempt is made to present a complete or systematic 
biography of Ricardo. Neither is any material relating to economic questions con- 
tained in Volume X. This has all been included in earlier volumes. 

Ricardo’s children appear to have been social climbers who respected their 
father more for his wealth than for his intellectual stature. Ricardo made a 
sizable fortune in the stock exchange and invested it mainly in landed estates. 
As the legatees of large landholdings, Ricardo’s children were members of the 
wealthy landed gentry. According to evidence presented by Sraffa, the children 
were anxious to avoid publicity concerning the Jewish origin of the family and 
the commercial origins of its fortune. One of Ricardo’s brothers gathered material 
in preparation for a full biography, but he was dissuaded by the family from 
completing the project. The social aspirations of the Ricardo children inspired 
attempts to misrepresent Ricardo as the descendent of a Spanish grandee. “The 
origins of the Ricardo family are somewhat befogged by the attempts made 
by nineteenth-century genealogists to present them as being of high rank and 
noble lineage” (p. 17). 

Parental responsibility for this pretentiousness did not stem from Ricardo. 
His breach with the Jewish community at the time of his marriage to a 
“beautiful, accomplished, and amiable” Quakeress was based on intellectual 
conviction and “represented the culmination of a gradual estrangement which 
had been in progress for some time before” (p. 39). Ricardo accepted neither 
the Quakerism of his wife’s family nor official Anglicanism, which would have 
aided him in public life. Instead he affiliated with the Unitarians. Bits of evi- 
dence presented by Sraffa suggest that Mrs. Ricardo was a social climber, and 
the children may have emulated her. She initiated a move to a very expensive 
residence in the West End of London. On the tour of the Continent she seems 
to have been a liberal spender on millinery, jewelry, and other feminine finery, 
and to have been discontented with anything but the most expensive lodgings. 
After her husband’s death, Mrs. Ricardo is quoted as complaining that the life 
annuity of 4,000 pounds—which she misrepresented as 3,000 pounds—left to her 
by Ricardo would not suffice to keep her from the workhouse (p. 46). 

Mrs. Ricardo, in turn, may have been reacting to the austerity of her father’s 
home. Dr. Wilkinson was a Quaker, a physician, an amateur poet, and a family 
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tyrant. In respectful but brusque terms, the mild-mannered Ricardo wrote a 
scathing letter to his father-in-law: “Y"™ system was that of an eastern monarch 
ruling over abject slaves. . . . Think no more of unconditional subjection,—the 
very sound is repulsive to the liberal mind” (pp. 120, 122). 

Ricardo made his money dealing in government securities during the Napoleonic 
wars. His special penchant seems to have been detecting discrepancies in the 
relative prices of securities. Naturally the outcome of many transactions depended 
on the turn of military events. Four days before the battle of Waterloo, Ricardo 
served as loan-contractor for the largest British loan of the war. In view of 
uncertainty concerning the war situation and the great amount of the loan, gov- 
ernment securities were depressed. Ricardo put all his funds into the loan. Victory 
at Waterloo raised securities to a considerable premium, and Ricardo realized 
the largest profit of his career. About this time he began to retire from business 
and invest his money in real estate, with lesser investments in mortgage loans 
and in French securities. Sraffa places the total value of Ricardo’s estate between 
675,000 and 775,000 pounds. 

The generally accepted view of Ricardo’s character and personality is reinforced 
by the new materials uncovered by Sraffa. Ricardo was a very nice person: 
modest, thoughtful, generous, candid, a loving father and a faithful husband, 
if not always an obedient son. Among friends and business associates he was 
not only respected for his ability but admired for his ethical conduct. 

For a quarter-century Mr. Sraffa has labored on Ricardo. Nearly 5,000 pages 
have rolled off the Cambridge presses. Yet the fact remains, there is still no 
systematic biography of Ricardo. Sraffa’s meticulous scholarship has made it 
easier for someone to write the much-needed biography. Perhaps it is too much 
to expect Sraffa to give more time and energy to Ricardo, but the happiest solu- 
tion, of course, would be for him to write the definitive biography. It is highly 
unlikely that anyone will ever again know as much about Ricardo’s life and 
work, 

Duprey Ditiarp, University of Maryland 


Marginal—Cost Price—Output Control. By Burnham P. Beckwith. New York: 
Columbia University Press, 1955. Pp. 283. $5.75. 


Burnham P. Beckwith has written a critical history and modern restatement 
of what he considers the most important development in economic theory since 
the introduction of marginal analysis—the principle of “marginal-cost price- 
output control.” The principle, stated simply, is that a community’s “economic 
welfare” will be greater if the price of every commodity equals its marginal pro- 
duction cost than under any alternative price-output arrangement. Beckwith’s 
estimate of its importance stems from his highly controversial beliefs that descrip- 
tive economics exists only as a means of securing useful prescriptive (welfare) 
economics, and that the marginal-cost doctrine is the only useful theorem of 
broad scope which has been developed within prescriptive economics. He predicts 
that it “is certain to become the central integrating doctrine of economics if 
it is valid.” 

Mr. Beckwith’s central tasks in this book seem to be: 1) to reallocate credits 
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for the development of the theory; 2) to berate most economists for what he 
considers their unconscionable neglect of the theory and all but a very few of 
the rest for their serious misunderstanding of it; 3) to restate the theory and 
its implications fully and without error. 

Readers of this Journal are likely to be most interested in the first of these. 
Beckwith gives major credit to Launhardt (1885), Wicksell, and J. M. Clark as 
precursors of the theory; to Meade and Lerner as its real founders; and to 
Hotelling, Montgomery, and Vickrey as its ablest later proponents. He challenges 
the general esteem in which the contributions of Pareto, Marshall, and Pigou are 
held, thus contravening even the opinions of those whose contributions he himself 
esteems. He feels that most attention has been given to the theory by Socialist 
economists, in discussing public ownership; that “capitalist” economists, seeing 
in it a criterion favoring socialism over capitalism or a formula disruptive of 
capitalist incentive, have largely either neglected it or attacked it unwarrantedly. 

Mr. Beckwith’s historical conclusions seem marred by his questionable concep- 
tion of what is and what is not the theory at hand. First, he sets too narrow 
and literal boundaries, failing to draw relevant inferences from analyses with 
conceptual differences, for example, Pigou, Pareto, and most of the general 
equilibrium school. Second, aided by two dubious assumptions—that all in- 
dividuals be treated as having identical tastes, and that whatever distribution of 
real income results from marginal-cost pricing be defined as ideal—he treats 
marginal cost-pricing as the ultimate end of all prescription, rather than, like 
its other proponents, as a means for achieving specific consequences subject to 
further analysis. There is no problem for him as to whether the theory is valid: 
it is valid by definition. Central problems bearing on its validity—for others— 
like index numbers, external economies and diseconomies, uncertainty, and tech- 
nological change are never probed, but deemed separate from the question of 
usefulness. 

Third, is his insistence that only partial analysis is applicable. Marginal-cost 
pricing prescribes for optimal allocation of resources among all uses. Economy- 
wide interrelationships are its very essence. But these are shrugged off, with 
serious damage to the analysis, as leading to “perfectionist” “nihilism.” 

Lastly, his over-sharp distinction between ideal price-output and ideal invest- 
ment policies is harmed by what seems real confusion about short- as compared 
to long-run descriptive price analysis and the mathematical techniques employed 
therein. 





JeroME Rotuenserc, University of California, Riverside 


Henry George. By Charles Albro Barker. New York: Oxford University Press, 
1955. Pp. xii, 696. $9.50. 


Albert Einstein, so the story goes, once replied to a critic who complained of 
not understanding the exposition of relativity: “Why should you expect to com- 
prehend in a few hours what has taken me a life-time to grasp?” Charles Barker 
might similarly rebuke reviewers of Henry George who remark on the too 
sparing use of the blue pencil in much of this intensive study. The analogy is 











80 Reviews of Books 





of course inexact, if only because Barker is not an originating genius, and his 
analysis deals with another man’s thought. Nevertheless, Henry George’s ideas 
as they took form and developed merit the attention this biography demands of 
both author and reader. The book, particularly the first of its two parts, is 
indeed hard reading, calling for intellectual effort and unremitting concentration. 
Convinced that jater generations as well as many contemporaries labeled George 
a crank without having sufficiently scrutinized his writings, the biographer under- 
takes to right the balance by placing the self-taught economic theorist in his 
troubled “unreformed” nineteenth-century world. If today thoughtful people 
are doubtful of progress, few deny that poverty is still with us, and though, as 
Barker points out, George’s remedy of land nationalization or land-value taxa- 
tion no longer offers an answer to social needs in an age of billion dollar budgets 
for national defense, we cannot for that reason dismiss the significance of his work. 

In Part I, chronology divides the text into chapters but, after the rather swift- 
moving narrative of George’s early life and meager education, the thought of 
each section ties so closely to what goes before and what follows that the reader, 
to perceive the logic of the whole, finds himself virtually forced to consume the 
entire 250 pages at a sitting, a difficult chore in any time or place. Yet here is 
the most compelling part of the book. It is the story of a man’s inner growth. 
From his arrival in San Francisco to the appearance of Progress and Poverty, the 
California of the 1860’s and 1870’s opens out to explain the social forces that 
worked upon George. Bringing his intellect and his deep religious feeling to bear 
upon these problems, he seems in Barker’s pages to produce before the very 
eyes of the twentieth-century reader the analysis of the cause of the evils and 
his solution of how human goodness can wipe them out. From start to finish, 
the biography is a history of the power of ideas conceived and preached through 
America and Europe by an observant, socially conscious, self-abnegating idealist. 

Part II, covering the years from 1880 till George’s death in 1897, is easier going, 
since here the theme shifts from exploration of a man’s heart and mind largely 
to exposition of the reception accorded his thought. To anyone who has regarded 
Henry George as a minor figure of reform in the great movement of the last 
decades of the nineteenth century, a figure less shadowy than the Bellamy of 
Looking Backward, but less dramatic than Eugene Debs and less effective than 
Henry Demarest Lloyd and Washington Gladden, the stir George created in 
Britain, the impact of his lectures, and his exchange with the Duke of Argyll 
must come as a revelation. After reflecting upon this evidence, it becomes easy 
to accept Barker’s otherwise startling statement: “Henry George’s British mission 
signifies an American impulse behind the Scottish labor movement, which became 
historic in making the modern Labour party, and in forging the character of 
twentieth-century Britain” (p. 402). 

Today, as the stock market climbs higher and higher and the Teamsters’ 
Union, for one, takes its place as a capitalistic, stockowning organization, George’s 
basic belief in an economy of abundance seems perfectly natural. But in his own 
time, faith in the precepts of Social Darwinism, which Big Business adopted as its 
own justification, gave a twist to the dominant social philosophy, a philosophy 
related, but possibly only lightly, to the thesis: “What’s good for General Motors 
is good for the United States.” To an academic audience perhaps the most inter- 
esting feature of George’s rejection in America is the attitude of university 








History of Economic Thought 81 





professors of economics, William Graham Sumner, Francis Amasa Walker, John 
Bates Clark, Edwin R. A. Seligman, and later Richard T. Ely. At first ignoring 
him, as if, like the legendary Brown University alumnus, he were really a 
“Professor of Psycho-ceramics (crackpot to you),” his scholarly contemporaries 
had eventually to pay him attention. He did not, it is true, employ statistics to 
shore up his arguments, a weakness his professorial critics pounced upon, but he 
was able to point to the misleading data in Walker’s statistical summary of 
landholding in the Compendium of the 1880 Census and to induce a reluctant 
Walker to correct and reinterpret the figures. Of all the academic group, Edmund 
J. James, E. Benjamin Andrews, and Arthur Twining Hadley gave George the 
most serious consideration, while younger men like John R. Commons and 
Thorstein Veblen felt his influence strongly. General Walker himself made 
obeisance to his opponent as a man who stimulated the public to thought. 

No more than Britain could the United States discount him during his life- 
time. In the face of fierce attack, not only did Henry George clubs spring up 
in New York City during the mayoralty campaign of 1886, but later Single 
Tax Associations appeared the country over. George was a man of paradoxes: 
“a radical land theorist, but one who denied the homestead farm as a safety 
valve for working men; a spokesman for labor, but one who protested more 
strongly than anyone else the national policy commonly believed to protect 
American working men; a local-government Jeffersonian, but one who spoke 
for government’s playing a strong role in economic affairs, and sometimes for 
the federal government’s doing so” (p. 451). The man himself, impassioned, 
selfless, and intellectually vigorous, lent force to his teachings. “Although,” wrote 
Thomas Walker from Birmingham, “I by no means accept slavishly all his con- 
clusions, I recognize with deep gratitude that he has struck the keynote of the 
future universal harmony. For me, he has absolutely drawn aside the veil that 
hid the next stride in human progress, and has given to life a meaning and 
brightness which previously it lacked” (p. 570). 

One excellence not to be overlooked in this volume is the method of docu- 
mentation. To have given exact references for every source used would have 
meant a book considerably longer and bulkier than this 700-page publication. 
Hence Professor Barker has resorted to a scheme he calls “documentation in 
depth,” confining himself to a general discussion of bibliographical sources and 
a chapter by chapter summary of the location and nature of the most significant 
materials upon each topic in turn. Anyone dissatisfied with this form of citation 
may consult the author’s detailed annotated typescript. This plan removes the 
book from the ranks of the defensive and, relying upon the reader to have faith 
in the author’s honesty and judgment, permits him to make his presentation 
uncluttered by the paraphernalia of timid scholarship. 

However grateful for the reassessment of George’s place in American history, 
the reader nevertheless cannot fail to be irked at the book’s literary shortcomings. 
Literary, to be sure, not historical, these weaknesses still mar the work. Infelicitous 
wording, sentences so clumsy as to require rereading to be sure of the sense and, 
above all, frequent exposure to the mechanics of exposition slow the pace of the 
story and reduce the force of the argument. A skillful writer should not have 
to explain why he backtracks or anticipates; in doing so he forces his audience 
to sweat with him over problems of presentation which are his alone to resolve. 
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Yet to overstress the drawbacks of style would be unjust and unappreciative. For 
Henry George is an important book that every student of modern America 
would do well to read and ponder. 

Constance McL. Green, American University 


LABOR AND POPULATION 


Labor Mobility and Economic Opportunity. By E. Wight Bakke, Philip M. Hauser, 
Gladys L. Palmer, Charles A. Myers, Dale Yoder, Clark Kerr. Preface by 
Paul Webbink. New York: Technology Press and John Wiley and Sons, Inc., 
1954. Pp. vi, 118. $3.50. 


After the commercial and industrial revolutions began to tear men loose from 
their customary pursuits, a new concept arose as to the normal relation of a 
person to his economic opportunity. The extreme statement of this new concept 
was that of the early nineteenth-century English economists. To them, labor 
was a factor of production which would naturally shunt itself into the most pro- 
ductive uses. However, it was in the United States, rather than in Europe, that 
actual events most nearly approximated this classical model. American scholars 
have been peculiarly sensitive to obstacles to labor mobility, precisely because 
they have been accustomed to an unprecedented degree of adaptability of workers 
to rapidly changing demands for labor. 

Interest in labor mobility was intensified by events in the twentieth century: 
the mass unemployment of the 1930’s was followed by the introduction of 
social insurance, the widespread unionization of labor, and the manpower 
mobilization problems of World War II. Faced with such problems, and with 
the existing inadequate, broad generalizations about labor markets, American 
scholars have set to work to make a number of detailed statistical studies of 
the actual operation of labor markets, under a variety of conditions. 

Labor Mobility and Economic Opportunity consists of eight brief essays by 
seven American leaders in labor market research. For the most part, the authors 
are reconsidering the results of their detailed studies of the past 25 years in 
order to distill conclusions pertinent to the 1950’s. The stress is on the positive 
need for a high degree of voluntary labor mobility as an essential factor in the 
continued progress of the individual and the continued superiority of the American 
type of capitalism over the more regulated economies. To E. Wight Bakke, who 
writes the preface to this volume, mobility of labor has provided the effective 
answer to the gloomy predictions of Karl Marx. To Gladys Palmer, in the 
“epilogue,” it appears that Europeans are unfortunate in being so much wedded 
to their respective trades, in contrast to Americans who “have jobs.” 

Scholars and teachers should welcome this handy condensation of recent labor 
market research. Gladys Palmer, Charles Myers, and Dale Yoder reappraise the 
general meaning of the surveys they have conducted in Philadelphia, New 
England, and St. Paul-Minneapolis respectively, while Philip Hauser mobilizes 
some results of his experience in the Census Bureau. Although Lloyd Reynolds 
is not directly a contributor to this volume, there are frequent references to his 
important research in New Haven which is best expressed in his Structure of 
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Labor Markets. The detailed results of these studies have appeared previously, 
but the authors have never before succeeded so well in rising above the tech- 
nicalities of their various researches. The penultimate essay by Clark Kerr is a 
provocative piece of the broadly conceptual type, based only indirectly on research 
in the San Francisco Bay area. 

The authors of this collection of essays have become a closely knit fraternity 
of scholars, partly under the auspices of Webbink’s Labor Market Committee 
of the Social Science Research Council. They have a professional interest, in the 
best sense of that phrase, in promoting further labor market research and they 
are concerned that the results of the successive surveys should be “additive.” 
Thus each of the essays, while presenting the author’s individual viewpoint, 
reflects a sharp awareness of the contributions of the others. Likewise, considerable 
stress is placed on questions demanding further research. 

Several subsequent publications will be of interest to those who wish to be 
entirely up to date in the field of labor market research. Palmer’s monumental 
survey of Labor Mobility in Six Cities is mentioned frequently in this present 
volume, although it was published later. A deliberately “additive” study of the 
Auburn, N. Y., labor market will shortly be published by Leonard Adams and 
Robert Aronson of Cornell. Adams has also recently published a study of 
Commuting Patterns of Industrial Workers, with findings which are quite 
different from those of Myers, as summarized in the volume under review. 

The authors of this volume agree that labor mobility occurs most largely 
among young persons, and secondarily among old persons and among women, 
rather than evenly throughout the working population. Confirmed, also, is the 
fact that most job separations are voluntary only in periods of full employment, 
thus confirming the impression that classical economic theory was essentially 
applicable only to this rather special case. Also, it is not surprising that the 
authors seem agreed that the workers’ choices of jobs appear more reasonable 
the longer the period concerned and the more one reflects on the economic cir- 
cumstances facing any particular group of workers. Beyond that, the many 
local findings are suggestive rather than conclusive. 

Particularly unsettled is the question of the relative importance of economic 
factors in the worker’s choice among his limited opportunities. Palmer and Myers 
politely debate this question between themselves and with the absent Reynolds. 
The drift of opinion seems to be that, within the area of choice available to the 
worker, he makes a highly rational and economic decision as to alternative jobs, 
except for the first job. However, most American workers obtain little effective 
help either from their educational counsellors or from the public employment 
service. 

One of the reasons for the vague conclusions of these essays on questions of 
economic motivation is that none of the authors is “wage conscious.” Having 
discovered, along with the “human-relations” experts, that wages are not 
“everything,” the leading directors of labor market research are prone to dismiss 
wages as the fulcrum of their labor mobility studies. Thus, in their commendable 
desire to investigate all the reasons for any kind of change in worker status, 
they have given little attention to any precise measure of comparative wages. 
In place of using the most measurable fact in labor economics, these economists 
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usually have been content with workers’ vague responses to questions as to 
whether wages or “working conditions” controlled their choice of jobs. Thus, 
the classical consideration of relative earnings as inducing labor mobility gets 
little direct attention from these economists, except from Gladys Palmer. 

N. Arnotp Toutes, Cornell University 


The Mine Workers’ District 50: The Story of the Gas, Coke and Chemical 
Unions of Massachusetts and Their Growth into a National Union. By James 
Nelson. New York: Exposition Press, 1955. Pp. 158. $3.50. Special union 
edition $2.75. 


This history deals with a brief but crucial period during which the unorganized 
workers in the manufactured-gas, by-product coke, and allied chemical industries 
were drawn into a national union. The British-born author has the advantage 
of having been a prime mover in bringing this about, first as Chairman of the 
National Council of Gas, Coke, and Chemical Workers (A.F. of L.) from 1934 
to 1936 and then as President of District 50, United Mine Workers of America, 
from 1936 to 1939, after the Mine Workers had been expelled from the AF. of L. 
(At the time of affiliation the Mine Workers had a total of 31 districts whose 
members were actual coal miners. In order to provide for expansion and keep 
the distinction between these and coal-processing employees, the latter were 
admitted as District 50.) 

The themes are industrial versus craft organization and the leaders’ problems 
of uniting scattered groups of utility company employees in the Massachusetts 
area. The work was done at a time when production methods were changing 
rapidly and companies were consolidating. The narrative is clear and colorful, 
and it is generously documented with letters and excerpts from union reports 
dealing with the unsuccessful effort to achieve industrial organization under the 
A.F. of L. The author’s treatment betrays no bias. His intimacy with participants 
and situations permits him to throw light on turning points in industrial relations 
and union government. For example, there is an account of how a racketeering 
local was reorganized (p. 133) and a description of successful tactics in organizing 
a plant belonging to a strong nonunion company (pp. 131, 132). Portraits of 
local and national leaders emerge, including those of William Green and 
John L. Lewis. 

The story does not go beyond the period of the author’s official connection with 
it. This is disappointing, for Mr. Nelson’s comments on the later history of 
the 80,000 former District 50 members who affiliated with the C.I.O. as the 
United Gas, Coke and Chemical Workers’ Union would have added interest, 
in view of his present detached position as Deputy Regional Director of the 
Wage-Hour and Public Contract Divisions, Region 1, U. S. Department of Labor. 

The final chapter is a formulation of the social philosophy needed to support 
leadership in more complicated economic relationships. Mr. Nelson’s closing word 
is a recommendation to those who aspire to union leadership to take advantage 
of the special courses in economics and administrative problems now offered in 


many universities. 
Amy Hewes, Mount Holyoke College 
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Strangers in the Land: Patterns of American Nativism, 1860-1925. By John 
Higham. New Brunswick, N. J.: Rutgers University Press, 1955. Pp. xiv, 431. 
Illustrated. $6.00. 


Hansen, Handlin, Wittke, and others have given us excellent histories of 
immigration; now with John Higham’s book we have a first-class history of 
opposition to immigration and immigrants. This is a major book, wide in its 
scope, thorough in its research, and objective and judicious in its treatment, 
on a theme that has long deserved a comprehensive account. Another general 
work in this field will not be needed for a long time. 

After a quick review of early nineteenth-century nativism, Mr. Higham de- 
scribes the rise of nativism in the 1880’s and its decline in the late 1890's, the 
various efforts at immigration restriction, the political battles over literacy tests 
for immigrants, World War I nationalism and its effects on immigrants, the 
Big Red Scare of 1919-1920, and the Ku Klux Klan. The sixth chapter, “Toward 
Racism: The History of an Idea,” is a model of intellectual history that strikes 
a good balance between the history of ideas and external forces that affect ideas 
and their reception. The eighth chapter, on nativism during the war and east 
European revolutions, is perhaps the most exciting reading in the book. 

Throughout the book Mr. Higham emphasizes the various strains or sources 
of nativism, such as anti-Catholicism, anti-Semitism, antiradicalism, and economic 
competition in the labor market. He makes clear that nativism had stimulus from 
some reformers and radicals as well as from the right. This is a contribution, 
for we are too often prone to read into the past the tolerance toward immigrants 
and the antinationalism that have only relatively recently become part of the 
liberal creed. 

Mr. Higham explains the sometimes startling ebbs and flows of nativist senti- 
ment by relating them to such matters as the business cycle, the nature and 
volume of immigration, and war. But he has done more: he has obviously read 
widely in the literature of sociology, social psychology, and cultural anthropology 
seeking an explanation of the waxing and waning of public prejudice. One can 
not but feel, however, that the social scientists have fallen short of what his- 
torians may reasonably expect of them in the area of xenophobia. Cycles of 
nativism are here explained largely in terms of “confidence.” Phrases such as 
“historic confidence” and “structure of national confidence” are common in 
this book. One might summarize the explanation in this oversimplified fashion: 
intensity of nativist sentiment and activity is in inverse ratio to the degree of 
public confidence. This explanation is, I think, satisfactory in a rough way, but 
it is not very precise or scientific. What, exactly, is national or social confidence? 
How does one measure it? And to push the inquiry back further, how explain 
the fluctuating tides of confidence? On this point the author is not at fault. He 
sought in all quarters an explanation for his narrative, something a less able and 
conscientious historian might have ignored. He did all a historian can do as 
a historian. But the behavioral scientists did not furnish him enough that is 
scientific. 

But Mr. Higham has furnished us with an excellent book. He has used a 
remarkable range of sources, including several manuscript collections in unex- 
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pected places, and he has told his story well. The Rutgers University Press is 
to be congratulated for spending the money for the reproduction of the very 
interesting pictures, which are arranged in such a fashion that their captions 
tell a story. 








Davin A. SHannon, Teachers College, Columbia University 


Hungry Generations. By Harold A. Boner. New York: King’s Crown Press, 1955. 
Pp. viii, 234. $3.75. 


The Malthusian controversy has always been a subject of great interest, both 
for its contemporary relevance and for its historical importance. It is of con- 
temporary relevance since the central idea of Malthus’ thought, that there is a 
tendency in certain conditions for the natural growth of population to impede, or 
even to prevent or reverse, the possibilities of social amelioration, is one which 
every serious thinker must take into account. But in Malthus’ day men did not 
possess the vital statistics which are necessary for the discussion of such a matter, 
nor did they even realize that they lacked them. Consequently the actual con- 
clusions of both Malthus and his critics are now primarily of historical significance. 
They are important, that is, not in their own right but because of their impact 
on the minds of their contemporaries. 

It is this historical problem which Mr. Boner has presumably set himself to 
elucidate. It is unfortunate that he does not appear to be familiar with the most 
recent works published on the subject in Great Britain—as for instance “The 
Malthusian Controversy” by K. Smith (1951), “Introduction to Malthus” edited 
by D. V. Glass (1953), “The Malthusian Population Theory” by G. F. McCleary 
(1953), none of which find places in his bibliography. The best of these books is 
probably that of Mr. McCleary. Mr. Boner also suffers from the tendency of many 
sociological writers to make generalizations about the opinions of a whole class 
for which he does not produce adequate direct evidence, in all probability be- 
cause such evidence does not and cannot exist. This is particularly true of his 
description of the original reception of the theory where he paints a vigorous pic- 
ture of the possessing classes, pressed by the threat of the French Revolution and 
the moral case of the philanthropists, accepting with joy an advocate who would 
enable them to reject ethical claims which otherwise they would find it hard 
to resist. It would be interesting to know how far that picture is based on direct 
evidence derived from the writings and speeches of those involved themselves. 
However, Mr. Boner does supply a useful compendium of the views of Malthus’ 
critics, he has searched widely, and he is to be commended for carrying his en- 
quiry beyond 1850. In the latest period, of course, the matter is confused by the 
impact of Darwinism, but the problem of population has a continuous history 
and further research on the matter might produce interesting results. 

There is, however, one very serious criticism to be made of Mr. Boner’s work. 
At no point does he give a fair and extensive analysis of Malthus’ own views. 
This is the more important as Malthus’ views have often been seriously misrepre- 
sented, and Mr. Boner is not guiltless in this matter as the following sample may 
show. 
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In 1828 Nassau Senior delivered at Oxford two lectures on population, in 
which he advanced the opinion that in the absence of disturbing causes food 
had a tendency, a word that proved to be ambiguous, to increase faster than 
population. This view he believed at the time to be opposed to the views of 
Malthus; however, when he came to look at Malthus’ writings he was not sure 
that he and Malthus did disagree, and he wrote to Malthus sending him his 
lectures and suggesting that the difference between them was “almost entirely 
verbal.” Malthus replied that the difference was “chiefly verbal” but that “there 
is still some difference remaining as to facts,” which he then discusses. The way 
this transaction is described in Mr. Boner’s book is as follows (p. 115) “As yet 
Malthus could hardly have suspected the full extent of the danger, which he him- 
self had helped to create” [by an earlier ‘admission’ which Mr. Boner credits 
to him] “but he was alert enough to be alarmed by Senior’s lectures. In a long 
letter to Senior he questioned the latter’s statement that food tends to increase 
faster than population, and ignored his own recent admissions of the prudence 
of the poor, insisting that he had never granted the existence of prudence except 
among the higher classes.” But what, after discussing Senior’s reasons for the 
tendency for the production of food to increase, Malthus did actually say was 
as follows. “The most intense desire of bettering our condition, can do nothing 
towards making food permanently increase, at the rate at which population is 
always ready to increase; and, in fact, this desire, in reference to the increase of 
food, [reviewer's italics] operates in a very trifling degree upon the great 
mass of the labouring classes. They are not the persons who accumulate farming 
capital, and employ it in agricultural improvements, and the increase of sub- 
sistence.” They were, however, the people who could essentially retard the in- 
crease of population by restraint and self-denial, to which there was much less 
tendency than to marriage. 

He then gave his reasons for his belief that population had tended to increase 
faster than food. He went on to say, however, that the rate of social improvement 
did not depend exclusively upon the rate at which subsistence can be made to 
increase faster than population. “I look forward,” said he, “to the possibility, 
and even the probability of the labouring classes of society being altogether in 
a better situation than they are now, when the means of a further increase of food 
shall be nearly exhausted, and both subsistence and population shall have come 
nearly to a stand.” Malthus explained that this could only come about by moral 
restraint, or in Mr. Boner’s word ‘prudence,’ necessarily according to the terms 
of Malthus’ argument among the laboring classes. In fact Malthus starts with a 
statement essentially different from and ends with one precisely opposite to the 
one which Mr. Boner credits to him. Mr. Boner says that the “bland inconse- 
quence of Senior’s reply suggests an intention to remind Malthus by irony of 
the futility of trying to retract his admission,” a suggestion for which it is diffi- 
cult to see any support in its terms or tone. It is undeniably relevant to what 
Malthus really had written. 

Mr. Boner then declares that “Malthus broke off the correspondence with a 
curt letter containing only the rather vague retort that prudence is the only hope 
of the poor.” Malthus’ reply does, in fact, in the book to which Mr. Boner is him- 
self referring (the appendix to Nassau Senior’s “Two Lectures on Population”), 
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cover rather more than four printed pages, it carefully rehearsed the points on 
which he and Senior were agreed, one of them being “that, in the progress of 
society, as education and knowledge are extended, the probability is, that these 
evils will practically be mitigated, and the condition of the labouring classes be 
improved.” He then went on to restate his position. Nor does this letter “break 
off the correspondence”; there is, in the book to which Mr. Boner is referring, a 
further letter from Senior, in which he says: “Our controversy has ended, as I 
believe few controversies ever terminated before, in mutual agreement,” and sums 
the matter up. This letter Mr. Boner does not mention, and it is not easy to see 
how Senior could have used these words if his intention in his earlier letter had 
been what Mr. Boner suggested. 

With Malthus’ permission these letters were published by Senior with his lec- 
tures because he felt “that nothing could justify me in withholding from the 
public the instruction contained in Mr. Malthus’s letters.” There they can be 
read, and there, to judge from his reference, Mr. Boner read them. His use of 
them may not perhaps excite the profoundest confidence in his methods; indeed 
the matter has been treated at length because it seems to raise a matter of some 
moment for scholarship. Malthus was an intelligent and important thinker. Mr. 
Boner is apt to talk glibly about his “blunders” and “fallacies,” but on this point 
there can be no great danger in siding with the highly intelligent men up to and 
including Lord Keynes who have taken him seriously; to anyone who reads 
what he said, and does not confine himself to what his detractors said about him, 
it will be clear that he was a humane man, anxious to diminish suffering; he is 
also by no means difficult to understand. However, were he at the same time 
obscure in his arguments, absurd in his conclusions, and a monster in his political 
philosophy, there would still be a duty to treat him fairly. For the sake of truth 
and justice as also that we may rightly understand the impact he made on his 
time, we have an absolute right to expect that what he really tried to say shall 
be soberly, carefully, and objectively described and analyzed, without the facile 
imputation of motive and with a much more scrupulous use of documents. This 
the ethics of scholarship demand, whether the author agrees with the views of 
his subject or no. Perhaps in any future work on the subject Mr. Boner will at- 
tend to this matter. 





G. Kitson Crark, Trinity College, Cambridge 


Employment Expansion and Population Growth. The California Experience: 
1900-1950. By Margaret S. Gordon. (Publication of the Institute of Industrial 
Relations, University of California.) Berkeley and Los Angeles: University of 
California Press, 1954. Pp. xiii, 192. $3.50. 


This is an informative, insightful account of the interrelations between popula- 
tion and economic change in an area of phenomenal development. Few readers, 
whether their interests are in population, migration, labor force, industrial loca- 
tion, or economic fluctuations will fail to benefit from the wealth of data and 
research suggestions provided by the author. At the same time, many will wish 
the data had been assessed more critically. A number of Mrs. Gordon’s central 
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interpretations seem to me to need substantial modification if not outright 
correction. 

Alhough the sixfold rise in America’s population between 1850 and 1950 
was itself among the highest for any nation in the world, California’s increase 
was over ten times greater. More than three fourths of this growth is directly 
attributable to net in-migration and the proportion would be considerably greater 
if the natural increase of migrants and their descendants were taken into account. 

The mutual long-run accommodation of changing numbers, resources, and 
employment opportunities is the theme of the first half of the book. The ratio 
of producers to population appears to have been practically constant between 
1870 and 1930, although the definition of workers as persons with a usual occupa- 
tion (“gainful workers”) rather than those actually employed may have dis- 
torted the trend to some extent. Compared to the nation as a whole, California 
has consistently had relatively few workers in agriculture and manufacture and 
a concentration of employment in the distributive and service industries. Some 
of the important reasons for these differences have been the greater specialization 
and commercialization of agriculture in the state; the fact that Western markets 
have hitherto been insufficient to support mass-production industry; and the 
unusually heavy demand for trade and services resulting from tourism, mobility 
of the population, and above-average income. The last and the extremely rapid 
growth in numbers also explain California’s more intensive use of manpower in 
construction in general, and residential construction in particular. 

The declining relative importance of agricultural employment before 1950 is 
almost certain to continue, according to the author, with a concomitant rise in 
tertiary industry. The future of manufacturing is much more problematic: 
“, . . the long-run trends of the last fifty or eighty years do not necessarily pro- 
vide a reliable guide to future developments. It is conceivable that, twenty or 
thirty years from now, the proportion of California workers who are employed 
in manufacturing may be substantially higher than it was in 1950.” (p. 70). In- 
teresting use is made of what might be called “population elasticities of employ- 
ment,” that is, ratios of the percentage change in employment in each of the state’s 
major industrial sectors to the percentage change in population. The fact that 
the ratios show marked decennial variations within each sector and diverse trends 
for different sectors suggests the need for particularistic studies of each period 
and sector. Such studies were obviously well beyond the scope of the present in- 
vestigation. Nevertheless, the author’s failure to take even preliminary account 
of changing patterns in transportation costs, consumption, and interstate trade is 
disappointing. 

The most striking aspect of California’s development, apart from its pace, has 
been that migration and economic expansion have both taken place in a series 
of “waves.” These are of considerably longer duration than the usual business 
cycle and resemble the “secondary secular movements” suggested by a number 
of investigators. The interrelations between the surges of population inflow and 
economic activity are the main concern of the last half of the book and impressed 
me as the most interesting and least successful part of the study. 

Mrs. Gordon’s governing hypothesis involves “a causal sequence, running from: 
(1) an initial improvement in economic conditions, to (2) the exploitation of 
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unusually favorable investment opportunities in California, to (3) a relatively 
rapid increase in employment opportunities in the state, to (4) an acceleration 
in the rate of net in-migration, to (5) increased demand for consumers’ goods 
and services, particularly housing, to (6) a turning point when the increase in 
the rate of net in-migration begins to outrun the expansion of employment op- 
portunities” (p. 91). To assess the author’s analysis in adequate detail is im- 
possible, but her conclusion that “the data . . . tend to be consistent with the 
hypothesis” (p. 119) is rather puzzling. 

Part of the difficulty may be that the hypothesis is formulated loosely. Thus it 
is not always clear whether (1) refers only to improvements relative to the na- 
ion, to uptrends in the state alone, or to both. Nor is it obvious from (4) whether 
the acceleration in in-migration means that the rate should be increasing from 
year to year or need merely be high in comparison with relatively depressed 
periods. But in addition, much of the evidence seems either inadequate for its 
purpose or actually to go counter to the above propositions. 

Mrs. Gordon identifies four periods since 1888 when economic activity was 
rising more rapidly in the state than in the nation. The first three are dated, 
approximately, as 1899-1913, 1918-1930, and 1935-1944; the fourth is from 1948 
to at least 1952, with no peak as yet definitely determinable. But with respect 
to the first of these upsurges, a rise in in-migration had apparently begun some 
five years before 1899; moreover, a large part of the total movement to California 
between 1900 and rgro consisted of foreign immigration, for which the differ- 
ences between state and nation should have been less significant than those be- 
tween domestic and foreign areas. Only four of the general indicators discussed 
by the author in examining economic trends antedate 1899. Of these, two (value 
of foreign trade and mineral production in California, expressed as ratios of the 
national values) are generally declining between 1895 and 1905. A third indicator, 
which receives much greater emphasis, is the relative frequency of business fail- 
ures in the two areas. Not only is it likely that these comparisons were subject 
to very substantial statistical distortions, but it appears that the rate of California 
failures rose in relation to the national rate at approximately the same time as 
net in-migration was also beginning to increase. Another indicator singled out 
for special attention is the ratio of bank clearings in the two main California 
cities to national clearings (outside of New York), both series being unadjusted 
for changing price levels. The reliability of these measures is at least open to 
question, considering that California’s banking system was expanding and re- 
organizing at an extremely rapid rate before 1913, and that the entire history of 
the period was marked by widespread financial speculation. Furthermore, when 
the clearings data are expressed in per capita terms, the ratios tend to decline 
after 1907, or long before the time when the cited relative expansion in the state 
came to an end. 

Analogous or other reservations seem equally warranted for later periods. The 
sharp spurt in net in-migration between 1919 and 1921 took place while Cali- 
fornia was experiencing a recession, although one which was considerably less 
severe than in the nation. A decade later, under roughly similar circumstances, 
in-movements were declining. That the 1920’s were a decade of relative pros- 
perity in the state is far from clear from Mrs. Gordon’s own evidence. The ratios 
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of state to national indices generally rose in the case of agricultural, manufactur- 
ing, and mineral output, foreign trade, bank clearings, and department store sales. 
(The direction of some of these trends might well be reversed if the underlying 
series were put on a per capita basis.) On the other hand, the ratios of per capita 
income, average earnings in manufacture, electric power production, and value 
of building permits were falling in the main, while the ratio of business failures 
tended to increase. And the fact that the upper turning point in migration oc- 
curred about 1923 seems to contradict the sixth of the above propositions. In the 
1930's, a new migration upswing began about two years before the indicated 
rise in relative economic activity, a further suggestion that the “push” factors 
affecting migration merit more emphasis than is implicit in the auhor’s inter- 
pretation. Moreover, here again the economic comparisons between state and 
nation are mixed; the ratio of per capita income, perhaps the single most widely 
used indicator in such studies, shows practically no trend between 1935 and 1944. 
Finally, the period from about 1948 to 1952 presents its own unresolved anomalies. 
The migration upswing in 1948-1951 occurred in a period of declining and then 
rising employment opportunities in state and nation alike, and when the unem- 
ployment rate in California was consistently higher than in the country as a whole. 
In a concluding chapter Mrs. Gordon raises a host of interesting questions, 
many of which she wisely has not attempted to answer. In short, this is a valuable 
and often stimulating survey of a range of problems requiring much more de- 

tailed but also more rigorous examination. 
GeorceE J. Stotnitz, Princeton University 


MONEY AND FINANCE 


Robert Morris, Revolutionary Financier. By Clarence L. Ver Steeg. Philadelphia: 
University of Pennsylvania Press for The American Historical Association, 1954. 
Pp. xiii, 276. $5.00. 


Clarence L. Ver Steeg has written a thorough and detailed study of Robert 
Morris in his role of Superintendent of Finance. The book is not a complete 
biography for it does not deal with his later career, his partnership with John 
Nicholson, or his final humiliation. 

The first two chapters are devoted to the years preceding 1780 when Morris 
rose to be one of the foremost colonial merchants. Based largely on Morris’ letters, 
these chapters provide an interesting picture of the organization of colonial trade 
and show the rich profits to be made from successful voyages. After this intro- 
duction, attention is focused on the crisis of 1780-1781, the role of Morris as Su- 
perintendent of Finance, and his extended operations as a private entrepreneur. 
Finally the author carefully evaluates Morris’ contribution as the financier of the 
Revolution. 

Mr. Ver Steeg describes the tremendous obstacles which Morris faced in his 
attempt to place the finances of the Confederation on a firmer footing. He finds 
that Morris’ chief successes lay in the monetary field, with the Bank of North 
America, the Morris Notes, and the foreign loans. Less effective were his efforts 
to increase the revenue, cut expenditures, and refund the debt. 
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No narrow mercantilist in his outlook, Morris was nevertheless a believer in a 
strong central government. This central government should not place restrictions 
on business. Thus he held to a Smithian philosophy that the private and public 
welfare go together as “their own interest and the public good goes hand in hand 
and they need no other prompter or tutor.” Notably in his letter to William 
Hooper early in 1777 he expounded the philosophy of Jaissez faire. It is small 
wonder then that Morris saw no danger or wrongdoing in the dual role of 
private merchant and government purchasing agent, or in later defending those 
who bought government bonds at discounts from the original holders. 

The outstanding failure in the Morris program was the refunding issue. Pre- 
sented vaguely when he took office, this proposal gradually took the form in which 
it was presented by Hamilton a decade later. But it was Hamilton rather than 
Morris who carried it through successfully. Mr. Ver Steeg suggests that the 
adoption of Morris’ plan for refunding in 1782 might have sapped the strength 
of the movement toward a more centralized government. Though it might have 
caused some delay, I seriously doubt that this factor alone would have prevented 
the achievement of a more unified nation. 

The complicated and intermingled financial records of Robert Morris and of 
the Confederation have long presented the historian with seemingly insoluble 
problems. Mr. Ver Steeg would be the last to claim that he has found all the 
solutions. But his diligent examination of the original records and his skillful 
analyses do help significantly toward a better understanding of the period. 

CuarLes GitBert, New York University 


NATIONAL ECONOMICS 


Economic History of the United States. By Howard R. Smith. New York: The 
Ronald Press, 1955. Pp. vii, 763. $6.00. 


Publishing firms have been eyeing the immediate future with great expecta- 
tions—bursting college enrollments, an unprecedented market for textbooks, new 
ways of telling what already has been told, and lush profits. As a result most 
old economic history texts have been revised and a number of new ones written; 
and judging from the authors, the economists are not as prepared to relinquish 
the field to the historians as it once appeared. Meanwhile, book agents have been 
combing institutions in the big leagues, the minors, and even the bushes in search 
for hidden talent that may blossom forth into money-making textbook writers. 
One doesn’t mean to be harsh with agents who have families to support and 
promotions to earn, or with professors who are seeking advancement as well as 
supplementary income. But what has been the net result? Not much, if the vol- 
ume under review is any criterion. 

Unfortunately Smith, an economist, writes little that has not been written be- 
fore. After stating what he considers to be the objectives of economic history, he 
explains that his method of presentation is different from the “orthodox one.” 
But what he really means is that he prefers the chronological approach normally 
employed by historians, in place of the topical organization generally used by 
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his fellow economists. Although much is to be said in favor of a judicious blend- 
ing of the chronological and topical approaches, I find little enlightening about 
the mangled chronological treatment Smith employs. In my opinion the or- 
ganization of the chapters and the presentation is a throw-back to the pre- 
World War I days. Much, if not most, of the conceptual value the book might 
have had has been lost. 

Worse still is the fact that so much of what has been written is of such an 
elementary character that it can be found in most standard texts in United States 
history. The bibliography also betrays an irritating unfamiliarity with a number 
of new studies in the general area. It is encouraging to see more economists re- 
turning to the field of history, but equally discouraging to observe that one of the 
recent entries has little new to add in the way of organization, the incorporation 
of the latest findings, and interpretations. So long as publishers are in the business 
and members of the profession are willing to follow the beaten path, books con- 
taining the same old materials will continue to roll off the press. This is a re- 
gretable but undeniable fact, and Smith’s volume is but one illustration in point. 

THEODORE SALouTos, University of California at Los Angeles 


The Secret of American Prosperity. By William E. Rappard (translated from the 
original French by Kenneth A. J. Dickson) with a foreword by Henry Hazlitt. 
New York: Greenberg, 1955. Pp. 124. $3.50. 


It would be misleading to say that the readers of this little volume will dis- 
cover some hitherto unknown ingredient that accounts for American prosperity. 
Indeed, the author who published the book originally in French disclaims any 
intention of telling Americans anything new about their own country. But, while 
the substance of the arguments advanced is familiar, the book is well worth read- 
ing. Even familiar material takes on a new perspective when viewed through the 
eyes of a foreign observer, especially when the author is not only a thoroughly 
competent economist, but has a delightful style of writing as well. 

Mr. Rappard follows a combination of history and analysis in developing his 
subject. In Part One, a number of conventional yardsticks are used to demonstrate 
the economic superiority of the United States. Part Two is devoted to the ob- 
servations of contemporary observors of the 18th and roth centuries on the nature 
of the American economy: Adam Smith, Michel Chevalier, de Tocqueville, John 
Stuart Mill, Francis A. Walker, and Arthur Shadwell. In Part Three, the author 
gives his own evaluation of the elements that have made for American economic 
progress. In addition to the broad historical, social, and economic factors that 
made for a favorable setting, he views the distinctive characteristics of the Ameri- 
can economy as mass production, the application of science to production, the 
passion for productivity, and the spirit of competition. Of special interest is his 
general acceptance of Mr. Galbraith’s interpretation of the competitive forces 
operating in present-day United States. 

It is possible to take issue with the author on many points raised in his dis- 
cussion. Some may object, for example, to his use of gold stocks as one indication 
of prosperity. Others may feel that he gives too little attention to the role of re- 
sources in America’s economic growth. It is possible that vigorous competition is 
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more a function of an expanding economy than of cultural traits or institutional 
background. But for those who want a quick, provocative, and well-told survey 
of the principal factors that account for America’s present economic position in 
the world, this volume is highly recommended. 

Harotp F, Wituiamson, Northwestern University 


Australia in the War of 1939-1945. Series 4 (Civil): 1. The Government and the 
People, 1939-1941. By Paul Hasluck. 1952. Pp. xvii, 644. I]. War Economy, 
1939-1942. By S. J. Butlin. 1955. Pp. xvii, 475. (Publications of The Australian 
War Memorial, Canberra, Australia.) Obtained from Anglobooks, 475 Fifth 
Avenue, New York. 25/- each. 


These volumes should stand high among official histories. They are representa- 
tive of what seems to be a “new look” in business as well as governmentally spon- 
sored studies in that distinguished experts are invited to do the job, apparently 
with no strings attached. The results, while evidencing some of the limitations of 
self-imposed censorship of personal opinions, have the distinct advantage of 
drawing upon usually inaccessible sources; and all in all they form a valuable 
contribution to scholarship. 

These are two volumes in what, on completion, will be a set of twenty-two 
treating the military, civil, and medical history of Australia during the second 
World War. Mr. Hasluck and Mr. Butlin will carry their stories through to the 
end of the war in two books yet to come. 

The reader who is not familiar with the Australian scene is advised to con- 
sider the two studies under review here as a unit. The Government and the 
People, standing alone, gives a rather truncated impression because the story 
revolves mainly around economic issues which are reserved for Mr. Butlin. The 
War Economy by itself floats in a somewhat rarefied atmosphere as economic 
studies are prone to do. Taken together the two books offer one of the all too 
rare excursions into the field of political economy. The pictures we see are three- 
dimensional and involve the reader deeply in the realities of the situations de- 
scribed. Mr. Hasluck is not presenting us with a threadbare generality when he 
says: “An economist may find a fallacy in their [the politicians’] understanding 
of war finance; the political historian is conscious that the economic fallacy springs 
in each case from too jealous a concern with one group of interests” (p. 284). He 
gives new life to such observations and to the economic issues in the foreground 
by his skill in dissecting the interplay of special interests that influenced economic 
policy. 

For the period covered by these studies the Australian war effort was not large. 
Defense expenditure which amounted to 1.4 per cent of gross national product in 
1938-39 (fiscal year) rose to 15 per cent in 1940-41 (the corresponding figure 
for the United Kingdom in 1940 was 43 per cent, and for Australia itself by 
1942-43, 37 per cent). Since the economy entered the war with sizable unem- 
ployment, no great hardship was imposed upon the people in terms of living 
standards in this period. This does not mean that there were no problems, for it 
is evident that the modest war output was to some extent a result of weaknesses 
on the supply side rather than an equally modest demand. Constant pressures 
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came from Britain for greater self-reliance on the part of Australia for her own 
defenses; and in Australia, public and private debates increasingly displayed 
anxiety and frustration that are traceable to a gap between total resources and 
the demands being made upon them. As 1940 wore on, Mr. Butlin records, com- 
petitive pressures for limited resources came more and more into the open. It 
became clearer that the cost of increasing production in one area was sacrifice in 
some other. But there was resistance at nearly all points where sacrifices were 
called for. Thus investment controls, heavier taxation, import restrictions, petrol 
rationing, and manpower controls were all bitterly contested and in some cases were 
repeatedly deferred by the government. 

Where were the main weaknesses in Australia’s changeover from peace to 
war? What lessons can be learned from Australian experience? What were the 
major achievements? To the economic historian these are probably the crucial 
questions to which these histories can supply running answers. 

Mr. Butlin warns that output figures alone understate Australian achievements; 
though even in output the munitions industry, for example, by late 1941 ap- 
parently represented a major industrial development. In addition there is evi- 
dence that hard spadework was done in the areas of organization and the 
development of new techniques and standards—foundation work for the big 
upsurge in production of the last three years of war. 

The play in Australia of the self-acting qualities of democracy, making it at 
once adaptive and yet undisciplined and slow to move, are brilliantly described 
by Mr. Hasluck. He shows how the political constellation of the time sapped at 
leadership. Power in Parliament was almost evenly divided between an uneasy 
coalition of the liberal and country parties on the one hand and a disunited labor 
movement on the other (the latter ranging all the way from the close-to-center 
group under the leadership of Mr. Curtin to the unwanted Communist fringe). 
The balance was held by two independents who eventually turned the scales 
against the liberal party by changing sides. Political opportunism, fears that the 
war would increase unemployment, crude economic nationalism, demands for 
“welfare” measures, pleas for recognition of resource allocation needs, irre- 
sponsible criticism, loyalty to the British Commonwealth and to the “Throne” 
—all these and more jostled for position in the political arena. As Mr. Hasluck 
sees events, important elements in the labor party exploited this confusion of 
ideas, continuously maneuvering to push the government out of office. The gov- 
ernment itself, under Mr. Menzies’ leadership for a great part of the period, was 
unable to rise above this harrassment but instead temporized and hesitated. Mr. 
Hasluck sums up: “Perhaps the one quality that was lacking was demand—a 
hard strong unrelenting demand for sacrifice—a demand that was itself the voice 
of mutual confidence; a confidence of a leader in his people and an expectation 
of their confidence in him” (p. 566). The march of events leading to Mr. Menzies’ 
downfall is a dramatic story well told. Political conflicts were rough, sometimes 
brutal. Hasluck quotes a contemporary observation by one of the independents, 
Mr. Cole, on the overthrow of Menzies. “I witnessed,” says Cole, “a lynching 
organized by mass hysteria. It was something so unclean that it will never be 
erased from my memory—it was nothing but a public lynching” (p. 504). 

The all-pervasive though restrained sympathy of Mr. Hasluck for Mr. Menzies 
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may be a little worrying to the reader looking for an unbiased description of 
events. One wonders if the story would have seemed significantly different if Mr. 
Evatt, for example, had been treated with as much empathy. Is there a wider 
perspective which would show labor’s behavior to have been related to valid 
issues, or were the unco-operative elements merely office-hungry as depicted? Per- 
haps it is supportive of Mr. Hasluck’s interpretation that when labor came to 
power (in October, 1941) it put into effect or strengthened many of the policies 
it had previously denounced the government for advocating or initiating. 

Mr. Butlin’s study is of the high order to be expected from an economist of 
his reputation. His focus is upon the formation of government policy. He begins 
by tracing the fairly modest preparations made before war broke out, and then 
goes on to take up the various areas in which government intervention was called 
for, roughly in the order in which they pressed for attention and keeping his 
perspective perhaps regrettably close to that of the period. He considers price 
control first because it was one of the first controls to be instituted. It was in- 
spired apparently by memories of World War I inflation rather than by any clear 
anticipation of expanding demands upon limited resources. Succeeding chapters 
are devoted to export industries, import controls (again scarcely connected by the 
authorities with resource allocation), and shipping—all reflecting the emphasis 
of the first months of war upon business as usual rather than upon war build-up. 

Mr. Butlin throws a strong light upon what he considers to be perhaps the 
major source of weakness handicapping the war effort in these years, namely the 
lack of effective machinery for the unified direction of economic policy. When 
he comments that this was a problem that perhaps “could never be fully solved” 
(p. 495) he raises a most interesting question, but he does not make it clear 
whether he has reference only to the particular Australian environment or to 
democratic government in general. There was apparently no lack of competent 
economists to advise in high places, and occasionally the public statements of 
cabinet ministers (notably those by Mr. Spender) showed a grasp of what a co- 
herent overall policy would have involved. This grasp of a basic framework of 
ideas was not, however, widely enough shared among government officials or by 
the general public to ensure—in the absence of strong central direction—the carry- 
ing through of a unified policy in which price control, rationing, allocations, 
budgetary policy, and the rest would all have been integrated to the task of re- 
allocating resources in an orderly manner. 

It is a commonplace that the problems of securing consistent policies in the 
general interest beset democracies in peace even more than in war, and that in- 
creased public understanding is a prerequisite to progress in this area (as the 
present dilemma of our government in the face of declining farm income may 
remind us). Mr. Butlin says that his book is for the nonexpert. This being the 
case, I believe that his presentation would have benefited by a clear statement at 
an early stage of the fundamentals of a coherent wartime economic program. 
Such a statement would have illuminated his segmented account of segmented 
policies, supplying a frame of reference to the uninitiated. His summary chapters 
do not, I think, fill this gap. It is abundantly clear that Mr. Butlin has the over- 
all picture well in mind and understands its implications better than most. But 
why does he seem to assume such knowledge on the part of the nonexpert? 
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The diligent layman may patiently piece together all the author’s fragmentary 
allusions to the basic understandings and arrive at a rounded picture. If he is less 
diligent, some of the most important lessons of this book may pass over his head. 
For the economist this work leaves little to be desired. It furnishes rich ma- 
terials for further study not only in the field of war economics but also in the field 
of economic development. For the war gave Australia a big push along a course 
to which she was already committed and continues to move, namely that of in- 
dustrial expansion. Both books are case histories and human documents in the 
broad area of political and economic adjustment and as such should command 
wide interest outside as well as inside Australia. For extra value Mr. Butlin and 
Mr. Hasluck add to their discussions those qualities of fine irony, sophistication, 
and generally felicitous command of the English language that have come to be 
recognized as peculiarly British trademarks. The two concluding volumes, cover- 
ing the years when the war came home to Australia and the war effort more than 

doubled, will be awaited with keen interest. 
Marion R. Daucuerty, Illinois Council on Economic Education 


The Federal Antitrust Policy: Origination of an American Tradition. By Hans 
B. Thorelli. Baltimore: The Johns Hopkins Press, 1955. Pp. vi, 658. $8.00. 


In this 300,000-word book, a Swedish economist has assumed the arduous task 
of providing “the materials for a synthesized social science interpretation” of the 
origins and history of antitrust through 1903 (p. 2). In so doing he has not 
skimped in preparing the ground for the conclusions. A third of the book consists 
of digests of primary sources. The legislative history of the Sherman Act is sum- 
marized in 48 pages; a chronicle of subsequent congressional action and inaction 
occupies 55 pages; summaries, interlaced with generous quotations, of court 
opinions handed down in public and private antitrust litigation fill 68 pages. A 
survey of English and American legal doctrine from medieval times to 1890 as- 
sumes a narrative form, but it, too, leans heavily on compressed decisions. When 
Mr. Thorelli comes to assess the nature and influence of economic, social, and po- 
litical thinking he has inevitably to select his material and assign it relative weight, 
yet here also he has given generous excerpts from such diverse sources as party 
platforms, the writings of William Graham Sumner, and the proceedings of two 
Chicago Conferences on antitrust problems. His financial and economic history 
is panoramic, drawing on census statistics, Industrial Commission reports, reports 
of state and congressional investigating committees, and a number of standard 
works such as Clark’s History of Manufactures, Watkins’ Industrial Combinations 
and Public Policy, Ripley, Dewing, and Cochran and Miller. There is no sparing 
of detail. Silver legislation, the tariff, and histories of the Standard Oil Company 
and the Erie Railroad are presented at length, and in footnotes Mr. Thorelli deals 
with such matters as the extent of Carnegie’s responsibility for the violence at 
Homestead and the abuses of the monopoly secured in 1831 and 1832 by the 
Camden and Amboy Railroad. 

Mr. Thorelli’s program has, therefore, led him to rework sources that have al- 
ready been used by writers in a variety of fields ranging from constitutional law 
to the history of anarchist thought, to all of whom he acknowledges indebtedness. 
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One justification for his endeavors is that for the first time the material has been 
drawn together under one cover. There is some usefulness in having at hand those 
parts of Watkins, Eliot Jones, Davis Rich Dewey, Merle Curti, Ida Tarbell, 
Charles Francis Adams, A. H. Walker, Sir William Holdsworth, Joseph Dorf- 
man, John D. Clark, Seager and Gulick, C. McA. Destler, Commons’ Docu- 
mentary History, the federal antitrust decisions, and several volumes of the Con- 
gressional Record that are pertinent to the early development of antitrust policy. 

Mr. Thorelli’s prodigious industry has enabled him in many areas to push be- 
yond the investigations of his predecessors. He has surveyed more pertinent 
American state cases on the common law background of antitrust than Peppin. 
Though Dorfman and Hofstader gave him the outlines of his classification, he 
has, aided by several unpublished dissertations, given a fuller picture of the rele- 
vant—and barely relevant—writings of the period. Through diligent reading of 
current publications he has demonstrated the inadequacy of contemporary bibli- 
ographies on which John D. Clark relied in concluding that there was little in- 
terest in proposed antitrust legislation. On the basis of an exhumation of the notes 
of the Senate Judiciary Committee he lays once more the ghost, raised by Walton 
Hamilton, of Hoar’s authorship of the Act. His delving in the National Archives 
not only resulted in correcting one or two minor slips in Cummings and Mc- 
Farland but brought to light a long-buried antitrust decision which will have to 
be added to the list in future editions of the Blue Book. More important, from 
this painstaking examination of the correspondence of the Department of Justice 
the district attorneys emerge as an energetic group whose efforts at enforcement 
up to Roosevelt’s administration were restrained, discouraged, and ignored by 
Washington. 

In spite of these contributions there is no doubt that the book could benefit 
from compression. The scale on which Mr. Thorelli has chosen to make the facts 
available is so large that, to preserve some semblance of chronological treatment, 
he is forced into an awkward segmentation of the major topics. This makes it 
difficult to see the relevance of many portions of the discussion to the central 
theme. When two hundred pages intervene between J. B. Clark’s Social Gospelism 
and his neoclassicism, between the Henry Demarest Lloyd of 1884 and the Lloyd 
of the 1900 Chicago Conference, and between the combinations of the 1880's 
and those of the 1890’s the book loses cohesion. By cutting down some of the 
“potted” or fringe material—the summary of developments in constitutional law, 
the pages devoted to unimportant cases, Prohibitionists’ platforms, and the Little- 
field bills—Mr. Thorelli could have significantly improved the usefulness of the 
synthesis he tries to achieve. 

In two instances, Mr. Thorelli’s thoroughness leaves something to be desired. 
Had he noticed De Roover’s 1951 article, his discussion of medieval economic 
attitudes toward monopoly would have been strengthened, although his con- 
clusion would not be substantially altered. Much more serious is his unaccount- 
able neglect of Livermore’s 1935 article on mergers. His list of combinations, and 
his discussion of the reasons for their frequency, are based on Watkins, supple- 
mented by Conant, the Twelfth Census, and John Moody. Mr. Thorelli apparently 
had no access to Markham’s and Stocking’s 1952 papers (not published until 
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1954) which brought out the significance of Livermore’s appraisal of the motives 
originating the combinations on his expanded list. 

All writers on antitrust policy must, in the end, meet the challenge of the same 
questions on the basis of the same irritatingly ambiguous data. When Thorelli 
finally arrives at his interpretations, his prolixity can be partially forgiven. If we 
are ever to decide what the Fifty-first Congress actually meant by “monopolizing” 
or “restraint of trade,” whether John Sherman and his fellow senators were 
honest in their concern about antitrust, or whether the E. C. Knight case sig- 
nificantly encouraged mergers, there must be assurance that all the available 
evidence has been sifted and weighed. Although Mr. Thorelli allows—or forces 
—his readers to do much of the sifting for themselves, his own conclusions, ex- 
pressed in properly tentative form, command respect because of the compre- 
hensiveness of the research upon which they are based. He has striven not for 
novelty but definity. With Watkins, he believes that the development of the 
common law in most states had by 1890 crystalized into hostility to any form of 
combination designed primarily to restrict competition. With the Milton Handler 
of 1941 and the Chief Justice of 1940, he concludes, therefore, that the Sherman 
Act, in rejecting the language of S.1, was nevertheless intended to carry out 
Sherman’s avowed aim of enforcing full, free, and fair competition. Differing 
with Walton Hamilton, who feels that congressional intent must remain an in- 
scrutable mystery, he sees the use of the phrase “restraint of trade” in a criminal 
statute as a logical step for men who wanted the federal courts to continue the 
development of current tendencies in the common law. 

From this it follows not only that Judge Taft’s opinion in Addyston Pipe and 
Steel represents “a truer version of the old law than that of almost any other 
authority at the time” but also more accurately expresses congressional intent (p. 
601). Mr. Thorelli lends authoritative support to a reading of Sections 1 and 2 
of the Sherman Act that would stress purpose and behavior as against economic 
consequences, the per se doctrine rather than the rule of reason. He does not, 
and perhaps cannot, resolve the annoying dilemma posed by the firm that comes 
to dominate because, in Senator Sherman’s words, it can “cheapen the cost of 
production (p. 184).” He is careful to bring out, and here his history of political 
thought and action speaks for itself, the “social purpose” embodied in the Sher- 
man Act (p. 227). “The immediate beneficiary legislators had in mind . . . was 
in all probability the small business proprietor or tradesman whose opportunities 
were to be safeguarded . . . (p. 227).” Yet there is small comfort here for those 
who would use the Act to atomize without reference to competitive practices. 
Influenced by Social Darwinism, Congress never faced up to the problem of the 
“good trust” but left the courts to wrestle with it. 

Other conclusions are of somewhat lesser interest for current controversy. 
Senator Sherman himself is found not guilty of personal pique against General 
Alger of Diamond Match in launching his crusade, and Congress is absolved 
from the charge of disinterest and cynicism in the passage of the Act. Mr. 
Thorelli attaches less significance to the E. C. Knight decision (for which he 
holds Olney’s sabotage responsible) in stimulating the mergers of 1898-1902 
than to the general apathy in enforcing the law. The importance of President 
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Roosevelt’s adversary, the beginning of separate appropriations for antitrust ac- 
tivities, and the unmistakable application of the law to a tight combination, 
justify his conclusion that the Northern Securities case marked the maturity of 
antitrust policy. 

Although it is marred by lack of balance and stretches of painful aridity, its 
encyclopaedic compass and thoughtful interpretive passages should make Mr. 
Thorelli’s treatise an indispensable reference for those interested in antitrust policy. 

Jor. B. Drrtam, University of Connecticut 


China’s Response to the West: A Documentary Survey, 1839-1923. By Ssu-yui 
Teng and John K. Fairbank. Cambridge: Harvard University Press, 1954. Pp. 
vi, 296. $6.75. 

Research Guide for “China’s Response to the West: A Documentary Survey, 
1839-1923.” By Ssu-yii Teng and John K. Fairbank. Cambridge: Harvard Uni- 
versity Press, 1954. Pp. 84. $4.00. 


Though modern industrialization has been a world-wide movement, com- 
paratively little detailed information has been available in English on the develop- 
ments in China. The above-named books help to fill that gap. 

In the later eighteenth and early nineteenth century, England made rapid 
technological progress and became the workshop of the world; other countries 
began to undergo industrialization during the middle of the nineteenth century. 
China began to have frequent contacts with Western civilization after the Opium 
War in 1840-1842 resulted in the opening of treaty ports. 

Throughout the century of “unequal treaties,” commencing with the treaty of 
Nanking in 1842, this Western contact had the most disastrous effects upon the old 
Chinese society. Faced with this aggressive expansion of the modern West, the 
scholar-official class of China tried to understand the alien civilization and to take 
action to preserve its own culture and its political and social institutions. 

Ssu-yii Teng and John K. Fairbank in China’s Response to the West: A Docu- 
mentary Survey, 1839-1923 make a study of the impact of Western civilization 
upon China. They trace the reaction of the leaders of the country to the invasion 
of Western arms and goods, persons and ideas, during most of the century fol- 
lowing the Opium War. The authors note the stages by which the scholar-officials 
of the Middle Kingdom were brought to recognize successively the need for 
Western arms to defend their country, western technology to make arms, and 
modern science to support the technology and its application in modern industry. 
The book also assesses the impact of all the attendant new ideas which led the 
Chinese eventually into great movements for institutional reform, political revolu- 
tion, and ideological reconstruction. 

The volume includes translations of sixty-five key documents. The judicious 
selection and translation of these documents now makes available to readers of 
English some primary sources on the economic history of China. 

After reading these documents the reader cannot help but make a comparison 
between the industrialization of China and that of other countries. In the 1860’s 
when Tseng Kuo-fan (1811-1872), Li Hung-chang (1823-1910), Tso Tsung- 
tang (1812-1885), and others made efforts at “self-strengthening” by industriali- 
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zation, the Meiji Restoration (1868), which has been regarded as the key to the 
industrialization of Japan, had not yet occurred. Even in the United States, the 
industrial development did not begin on a large scale until after the end of the 
Civil War (1861-1865). It is, therefore, obvious that China, as compared with 
the United States, Japan, and other countries, was by no means late in joining 
the world-wide industrialization. Yet China still remains an underdeveloped coun- 
try in the modern world, while the United States, Japan, and other countries have 
advanced more rapidly. Why has China failed to keep pace with these nations? 

Ssu-yi Teng and John K. Fairbank throw new light on this question. On 
page 4, they write, “China’s modern industrial enterprises had to be under official 
patronage if not control, yet the tradition was to invest one’s personal savings in 
land rather than in productive industry. This undoubtedly impeded China’s in- 
dustrialization.” Later in the book (page 112) the authors point out, “This close 
merchant-official connection was exemplified by the system called ‘official-super- 
vision and merchant-operation’ or management, under which many of the early 
enterprises were set up ... it is plain that it met China’s needs quite inade- 
quately: officials unversed in business held the whip hand over managerial per- 
sonnel of inferior social status who were, therefore, in no position to use modern 
entrepreneurial methods of capital accumulation and reinvestment.” 

Of course, the contribution of this scholarly work is by no means confined to 
the study of China’s industrialization. The book also deals with the Reform 
Movement through 1900; Reform and Revolution, 1901-1912; and Ideological 
Ferment and the May Fourth Movement, 1912-1923. 

In spite of the excellence of their work, the authors have made some mistakes. 
On pages 212-213, they write, “When the Han-Yeh-P’ing Iron and Steel Works 
ran short of funds and had to be sold to the stockholders, Sheng Hsuan-huai 
was chosen to take over the management from Chang Chih-tung.” As a matter 
of fact, the Hanyang Iron and Steel Works, the Tayeh Iron Mine, and the P’ing- 
hsiang Coal Mine were combined and organized into the Han-Yeh-P’ing Iron and 
Steel Works in 1908, while Sheng Hsuan-huai was chosen to take over the man- 
agement from Chang Chih-tung in 1896. Hence it would be better to change the 
words “Han-Yeh-P’ing” into “Hanyang.” 

The coverage on the contributions of Sheng Hsuan-huai is limited. On pages 
213-215, one of Sheng Hsuan-huai’s memorials on the argument for modern 
banking, 1896, is translated to represent his economic views. It is, however, a well 
known fact that Sheng Hsuan-huai made more valuable contributions toward 
the development of industry, transvortation, and communication in modern 
China than to the development of modern banking. Translations of Sheng 
Hsuan-huai’s memorials on railway construction and on the Han-Yeh-P’ing Iron 
and Steel Works should have been included. 

A more easily discernible mistake is made on page 220. The authors write, 
“Liang Ch’i-chao in the early nineteenth century became the most influential of 
Chinese publicists.” The word “nineteenth” should be changed to “twentieth.” 

None of these errors, however, prevent this book from making a valuable con- 
tribution as a study of the impact of Western civilizations upon traditional China. 
In addition to this volume, the same authors’ Research Guide for “China’s Re- 
sponse to the West: A Documentary Survey, 1839-1923,” containing Notes and 
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Sources, Bibliography, and a Glossary of Chinese names and terms, will un- 
doubtedly be very useful for the research specialist who wishes to make further 
exploration in this new field. 







Han-sHENG Cuuan, National Taiwan University 






The Southern Claims Commission. By Frank W. Klingberg. (University of Cali- 
fornia Publications in History, Vol. L., J. S. Galbraith, R. N. Burr, and 
Brainerd Dyer, eds.) Berkeley and Los Angeles: University of California Press, 


1955. Pp. ix, 261. $3.50. 













Congress created the Southern Claims Commission in 1871 to investigate claims 
of professed Unionists in the former Confederate States against the Federal gov- 
ernment for “stores or supplies . . . taken or furnished . . . for the use of the 
[Union] army” during the Civil War. In the decade of its activity the Commis- 
sion received 22,298 petitions claiming $60,258,150.44, chiefly for “corn, fodder 
and hay, hogs, horses, beef cattle, and mules” alleged to have been supplied the 
Federal forces, heard the testimony of approximately 220,000 witnesses, and finally 
allowed a total sum of $4,636,920.69 to Southern claimants. The work of this 
Commission has been almost forgotten even by historians, and its voluminous 
records have hitherto been unused by researchers. 

Now Frank W. Klingberg, of the University of North Carolina, has labori- 
ously examined these extensive sources and has presented his findings in an 
elaborate and valuable monograph. His Southern Claims Commission is, first 
of all, an important study in administrative history. Those accustomed to think 
of the Reconstruction period in terms of fraud and corruption will .be surprised 
to learn from these fully documented pages how fairly and honestly this three- 
man independent agency operated. The commissioners themselves, their three 
field representatives, and their 106 special commissioners laboriously appraised 
both the loyalty of each Southern petitioner and the inventory of his lost prop- 
erty. So thorough and judicious were their recommendations that the commis- 
sioners were “generally immune from attack,” and with minor exceptions Con- 
gress unhesitatingly followed their rulings on Southern claims. It is likely that 
further studies, parallel to this admirable work, would drastically alter our un- 
derstanding of the entire Reconstruction era, for outside the resounding halls 
of Congress and away from the much publicized incidents of racial strife the 
actual processes of government were being carried on, often with commendable 
honesty and efficiency. 

At the same time that he is presenting a study of postwar administrative his- 
tory, Mr. Klingberg is also setting forth a provocative analysis of Southern Unionist 
sentiment during the Civil War. From the interminable records of the Commis- 
sion he has selected for close study the 701 Southern claimants whose losses ex- 
ceeded $10,000 each, and from their affidavits, their lists of property taken, their 
supporting recommendations, he has recreated the pattern of the wealthy Southern 
antisecessionist. So numerous and influential were these loyalists that Mr. Kling- 
berg believes, with Governor Zebulon Vance of North Carolina, “that the great 
popular heart [was] not... in this war.” These Whig planter Unionists, un- 
der the very eyes of the Confederate authorities, followed a line of passive re- 
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sistance, while opposing conscription, assisting Unionist refugees, hiding deserters 
from the Southern armies, adding fuel to the war of ideas, and frequently 
observing the dictates of the Lincoln administration.” They suffered heavily, and 
Professor Klingberg thinks that at the end of the war they deserved recognition 
and recompense. “With intelligent support from Washington, but without the 
arbitrary and often unreal requirements of the radical plan which was eventually 
superimposed on the South, they might have helped re-establish state govern- 
ments which combined national purpose with permanent improvement in the 
conditions of the entire Southern community.” 

As a presentation of case studies and details concerning wealthy Southern 
Unionists, Mr. Klingberg’s study cannot be too highly commended, and his book 
is one which must henceforth be consulted by all historians of the Confederacy. 
But one may use his cases without necessarily accepting his conclusions. To a 
degree he is a prisoner of his sources. The fact that 701 planters claimed to have 
contributed more than $10,000 each to the Northern war effort does not prove 
either that most Southern planters were Unionists nor that most Southern Union- 
ists were planters. Hill country folk, poor white resisters, and slaves of course 
played an enormously significant role in disrupting the Confederate government, 
but since few of these had property to be requisitioned by Northern troops, they 
rarely appeared before the Southern Claims Commission and are consequently 
slighted in Mr. Klingberg’s analysis. 

It may be, too, that Mr. Klingberg is a bit too willing to accept ex parte state- 
ments of Southern claimants for Federal handouts. Their affidavits are numerous 
and impressive—but they were made years after the war, and most were coilected 
by attorneys who received fifty per cent of any awards. One is inclined to wonder 
with James G. Blaine how if all these thousands of “suffering patriots from the 
South . . . through all Rebel persecutions had been true to the Union” the Con- 
federate government “found soldiers enough to fill its armies.” Nor does it 
necessarily follow that these Unionists should have been given control during 
the Reconstruction period. They had been, after all, singularly ineffective in 
moderating Southern opinion before the war; their Unionism was qualified; and, 
when entrusted with power by Andrew Johnson, theirs were the provisional 
governments which adopted the black codes. 

These are, however, relatively minor objections to an admirable monograph. 
The Southern Claims Commission supplies much important factual information 
concerning Southern Unionism and a controversial interpretation of its im- 
portance. It is at the same time a fine administrative history of a neglected period 
and a forgotten subject. 

Daviv Donatp, Columbia University 


The Road to Spindletop: Economic Change in Texas, 1875-1901. By John S. 
Spratt. Dallas: Southern Methodist University Press, 1955. Pp. xxix, 337. $5.00. 


Every now and then a fresh breath, not unlike the occasional “norther” 
pushing its tonic way through the heat that overlays sprawling Texas from April 
to October, wedges its way amongst journalistic tripe that is turned out about 
Texas by professional Texans and greedy Eastern hacks in equal profusion, a 
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fresh breath that assumes that Texans are human beings after all and not ex- 
aggerated characters somewhere between Davy Crockett and Glenn McCarthy. 
Such a breath is the book under review here, and though its title would indicate 
that it is one more paean to petroleum, only the final fifteen pages are devoted 
to the coming of oil to Texas, and sober, fact-laden pages they are, too. 

What Mr. Spratt has essayed here is the economic history of Texas in transi- 
tion from a primarily agricultural state to one that has become increasingly in- 
dustrial as the twentieth century has rolled on. One set of railroad statistics tells 
the story: in 1870 Texas ranked 19th in population, 28th in railroad mileage 
(out of 37 states then in the Union); twenty years later it had jumped to 7th 
in population, 3rd in mileage, and within fifteen more years would lead the 
nation in mileage. Agricultural traffic alone did not attract the railroad capital 
necessary to fashion that kind of material progress. 

Actually, as Richard Overton pointed out in his Gulf to Rockies a couple of 
years ago, Texas is a curious admixture, and about as dangerous to generalize 
about as is the United States. When the Civil War ended, half of Texas was al- 
most completely unsettled (it still is!). Yet in its eastern half Texas had a ma- 
ture agricultural economy which had been going on rather successfully for four 
decades. And politically, Texas had the same four decades of experience as Mexi- 
cans, independent Texans, and Americans, had produced men of deserved inter- 
national stature, and was talking with some justification of its destiny for leader- 
ship. 

Here then was a state that in some respects was well beyond adolescence, but 
contrasted against that is the fantastic statistic of one lone Texas buffalo hunter 
killing 9,352 buffalo as late as the 1876-1877 season. 

In his straightforward way, without ever seeming to be aware of what he is 
doing, Mr. Spratt gives another clue to the propensity of Texans to brag. Texas 
needed people, he points out. To get them she made extravagant claims of her 
possibilities, insisting that everything in Texas was “just as good if not better” 
—a constant refrain—than anything the prospective immigrant had in his own 
home state. Bragging was a matter of economic necessity, the device of putting 
on a boldly false face to cloak desperation. 

Of more importance perhaps is Spratt’s dogmatic refutation of the hallowed 
belief that the combined cotton-crop lien system is responsible for the long-time 
one-crop economy under which Texas, like its Southern neighbors, suffered. Be- 
cause, says Spratt, Texas was in the midst of a changing agricultural economy 
which required ever larger outlays of capital, heavier farm indebtedness, higher 
land prices, and greater mechanization, the Texas farmer had no choice but to 
shift from self-contained, or diversified, agriculture to strictly commercial agri- 
culture. Cotton was the crop with the highest per acre value and the one most 
certain to mature; hence, it became the choice commercial crop. “Invariably,” he 
concludes, “the cart has been placed before the horse by those who class cotton 
farming and farm debt as concomitant; they present cotton as the cause, when it 
is in reality the result of debt.” 

This book admirably fills a gap in the economic history—and incidentally, 
without trying, in the social history—of Texas and the Southwest. Moreover, its 
implications go well beyond its region. It seems destined to become a standard. 

Jor B. Frantz, The University of Texas 
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The Chinese Gentry: Studies on their Role in Nineteenth-Century Chinese 
Society. By Chung-li Chang. Introduction by Franz Michael. (University of 
Washington Publications on Asia, sponsored by the Far Eastern and Russian 
Institute.) Seattle: University of Washington Press, 1955. Pp. xxi, 250. $5.75. 


This volume contains four separate but interrelated parts. The first three deal 
respectively with the composition and nature of the gentry in nineteenth- 
century China, the size and distribution of the group, and the character and 
role of the Confucian civil service examinations. The fourth part is a quantitative 
analysis of some 5,000 biographies of members of the group. 

The elite group in Imperial China was not an aristocracy in which membership 
was hereditary. Instead, it was essentially an educated group that was numerically 
larger than the bureaucracy, and which normally furnished the officials for the 
government. The term “gentry” is frequently, although not universally, used 
to designate this elite group. Mr. Chang (chart, p. 9) distinguishes several 
categories within the gentry: upper and lower, regular and irregular, civil and 
military. Various combinations of these categories were possible. In the gradations 
of importance and prestige, civil gentry outranked the military, and the regular 
route, which was through the passing of examinations, conferred higher status 
than the irregular method of purchase of rank. It was relatively easy to buy one’s 
way into the lower gentry, but much more difficult and much less common to 
become a member of the upper gentry by purchase. 

Only the upper gentry were directly eligible for official appointments. This 
category was largely identical with the group composed of those who had passed 
the second and third sets of civil service examinations, i.e., the holders of 
“Master’s” and “Doctor’s” degrees. The modal ages at which these degrees were 
taken were about 25 and 35 respectively, and the preparation thus absorbed the 
time of candidates for many years. Because success was so valuable, cheating 
and bribery became prevalent in the examinations. In theory, nearly all male 
Chinese were eligible to study for the examinations, and upward social mobility 
was possible by this means. In practice, the sons of those who were already 
gentry members had advantages in educational opportunities and in the leisure 
for study. Downward social mobility was possible but rather rare, since gentry 
status brought with it a number of privileges (pp. 32 ff.) which in most cases 
gave assurance that a gentry family would not sink below that status. 

Mr. Chang is not concerned with the gentry as government officials, but with 
their position in their home communities. They were leaders and participants 
in local public works, local defense and similar activities, sometimes co-operating 
with the officials assigned to their districts, and sometimes forcing changes in 
policy. 

Since the number of gentry members varied roughly with the number of 
examination-passers, Imperial action could control the size of the group by varying 
the frequency of examinations and changing the quotas of those to be passed. 
At least one emperor encouraged the sale of offices as a means of promoting 
rivalry between regular and irregular gentry for the ultimate purpose of con- 
trolling the whole group (p. 115). This raises a question that deserves study. 

The Ch’ing (Manchu) dynasty, in power at the time, gave many high offices 
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to Manchus. On the other hand, most of the Imperial bureaucracy were Chinese 
gentry members. Did this situation lead to a deliberate debasement of the idea 
of an educated officialdom, by a Manchu Emperor who wanted to salvage the 
position of a small number of Manchus by fostering division among the Chinese 
elite? Or was it evidence of a more general problem: how to curb an increasingly 
powerful bureaucracy? 

On the whole, Mr. Chang’s book presents a more thorough analysis of China’s 
educated elite than has hitherto been available for recent epochs. He has based 
his work on a wide variety of official records and writings by gentry members. 
In particular, the quantitative analysis of biographical data, in Part Four, shows 
how much can be learned from a systematic exploration of China’s numerous 
local histories. 

The glossary-index is concise and useful, but the practice of relegating all 
translations of titles to this glossary results in a text bristling with italicized 
romanizations of Chinese words. This, I think, would add considerably to the 
difficulty of reading the book for anyone not already familiar with Ch’ing official 
terminology. 





Cuartes MacSuerry, Smith College 


Great Britain and the United States. By H. C. Allen. New York: St Martin’s 
Press Inc., 1955. Pp. 1024. $10.00. 


This bulky book does not contribute substantially to economic history, but it 
uses a sketch of the economic interplay between the two states as part of a 
systematic foundation for an account of their political interplay. That founda- 
tion—economic, social and political, cultural, and emotional—amounts to little 
more than a tenth of the text. 

H. C. Allen’s aim is irenic and informational. Regarding cordial Anglo- 
American relations as a “necessity,” and finding no full-scale history of them, 
he has set forth a leisurely and ample one. It is based on a substantial body 
of critical monographs, which are chiefly American because of the notorious 
neglect of the subject by British historians. He steers a judicious course through 
their varying interpretations and provides a fair amount of guidance to the 
persistent controversies, but expressly disclaims original research. 

Interested American readers will find most of the subject matter fairly familiar, 
except perhaps the parts that they and their ancestors have wanted to forget. 
Obviously, however, this British author has written chiefly to inform his own 
people about the international relationship that, British, and to some degree 
American histories to the contrary, has been the most important in both nations’ 
histories for almost a century and a half. The bulkiness of the book may be 
attributed to this. The length and detail have the effect of almost submerging 
the familial themes of relationship announced (pp. 26, 29) and supplemented 
(p. 33), but since there was, after all, so much that was almost automatic in 
Anglo-American complementarity, perhaps this does not greatly matter except 
in so far as it may repel readers. 

The author has a generous habit of quoting others for terse summations, 
although his own text shows him to be perfectly capable of making them himself. 
Probably his most difficult task is to explain American policy in the Pacific to 
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his British readers, but it should be some consolation that Americans find it 
difficult to explain it to themselves. And, if he has been somewhat trapped by 
the term “democracy,” it is because it would require more than the few pages 
he allowed himself (in Chapter IV) to infuse readers with the contrasts between 
the paternalistic and the populistic versions and between a daringly sovereign 
Parliament in a union and a constitution-bound polity in a federation. 

J. B. Bresner, Columbia University 


Standard of Living in India and Pakistan 1931-32 to 1940-41. By R. C. Desai. 
Bombay: Popular Book Depot, 1953. Pp. xvii, 286. Rs. 20. 


For any country, estimating national income or some major part thereof involves 
the assembly of vast amounts of data and the venturing of guesses more or less 
based on fragments of evidence. The final result is a summary figure or set 
of figures whose simplicity gives no indication of the effort involved in their 
creation. 

Mr. R. C. Desai has labored mightily in an effort to measure the standard of 
living in old India for the prewar decade. He had some solid material on which 
to build, for apparently the British system of foreign administration encouraged 
most detailed reporting by its civil servants abroad. Consequently, a mass of 
statistics was available for the provinces of British India but not for the princely 
states. The material was supplemented by various special inquiries. The price 
material was much more erratic since goods moved through many fairly inde- 
pendent markets. In addition, quantities and values had to be imputed for 
certain goods and services which did not enter the money economy, estimated 
by Dr. Desai to be about 17 per cent of total consumption. 

About half the final estimate is rated by the author as consisting of good 
and fair estimates and the other half as rough estimates and conjectures. How- 
ever, one has the feeling that there is little possibility that further study will 
develop added material which might improve appreciably the reliability of 
the estimates. 

For both economists and statisticians, this study has many elements of interest 
both as to problems of definition and procedure. Mr. Desai concludes that the 
level of per capita consumer expenditure in 1938-39 was 68.8 rupees per annum 
(about $25). This is somewhat above Rao’s estimate for per capita national 
income of less than 65 rupees, although the national income figure includes 
government expenditures less direct taxes, and net capital formation. 

Over the ten-year period, total consumer expenditure at constant prices in- 
creased 7.9 per cent, population increased 13.5 per cent, and consumer expenditure 
per capita fell 4.9 per cent. Food, which was 60.5 per cent of total consumer 
expenditure in 1938-39 (cf. U.S. 22.3 per cent) showed no increase in total 
quantity over the period in spite of the population growth. That some groups 
within the population were advancing is shown by increased consumption of 
electricity, reading matter, motor cars, and clothing. These may be portents 
of an improvement in the future, though data on capital formation are needed 
to evaluate any such trend. Unfortunately, the most evident conclusion from 
the consumption record is that of increasing population pressure on subsistence. 

Witiarp L. Tuorp, Amherst College 
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